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I am sending you herewith a copy of a letter
which I sent to Greenhill at our Embassy in
Washington on 18th January regarding the operation
of the United Nations Relief and Works Agency for
Palestine Refugees,

Our Delegation to the United Nations, to whom
a copy was sent, have now commented, and in connexion
with the proposal in paragraph 4 that contributions
should be paid direct to the Agency rather than to
the Secretary-General of the United Nations, have
suggested that it would probably be best if the
Treasury were to consult Sir William Matthews on
this point. As a Member of the Advisory Committee
on Administrative and Budgetary Questions, he will,
as they point out, be in a good position to influence
the decision,

/The

A, H, Clough, Esqg., O.B.E.,
Treasury.




The gquestion is not an urgent one, since it will
probably be some time before the Agency receives
sufficient contributions to refund the International
Refugee Organisation Loan and the advance from the
United Nations Working Capital Fund. I should
however be glad if you would put the point to
Sir William Matthews at your convenience,
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/ 18th Jenusry, 1950,

7e have be:n conasidering further the org: nisation
of the United Nations Relief and orks /gency for
rale: tine Refugees in the lesr ‘ast, in perticular the
relstiors between the “dvisory Commissio and the
Director end between the ‘geney os a whole and the United
Nationa,

2e ‘e have come to the eonclusion thot it would be
unprofitable to continue the discussio 6s to whether

the Director is to be e Hanaging=Director or & Genersl
Maneger. /s we see it the main thing is for the Dircctor
ond the ,dvisory Com ission Jointly to sr-ive st a mo operznl]
which will satisfy both end the Governments putting up

most of the money., 2 sotisfactory arrvangement will depend
very much on the persoralities involved but the following

principles should be borne in mind:-

(a) the igenoy would secm to consist of the Director end
the J3visory Comuission together. The former is
however not a member of th: latter and is not
entitled as of right to attend 1ts meetings;

(b) The Director 1s the "Chilef "xecutive (fficer” of the
Agency in the Pritish rather than the /‘merican sense;

(¢c) while the members of the Advisory Comiission wil' heave
functions for which they are solely responsible to
the GCovermments who appcinted them as their
representatives, the Ceneral /Aspcembly eccigns certain
tasks to the Director alone and others to the Director
and the Advisory Commission acting together. It is
thereford es-entisl that they should co-operate
closely in all matters if the Agency 18 to funection
satisfactorily;

For t is reason the suggestion that the Director and
the Com ission should agree on a division of labour
on the besis that the Director sho:ld be res; onsible
for relief plus worke relief and the Commission for
long=termm Jdevelomment (pilot schemes) does not ap eal
to us,

(da) the Covernments represented on the :dvisory Com:ission,
in pasprticular those of the nited (insdocm end the
United toates, will require to be ful!ly informed of
the nctivities of the Ajzency and to be in a positicn
to guide its sctivities, Their ulti ate sanction will
be that of withholding all or part of their promised
contributio s 41f the /genecy tokes & line of which they
cannot approve,

(e) the Director will have, particuiarly in the initisl
stages, to co-operate with the "ceretarint and other
organs of the United Natio s, e.g. in 8he drawing up
of staff and financinl regu'eati-ns, “uch co-oreration

Denis recnhill, -sq., /8hould
British mbassy,
~ashington,
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should, however =e Ii sneultation th the Advisory

Com:uissicn,
3. e arc avs~e of th' ferce of come of the criticisms
whieh Morton sni Clesp, heve e J€ of the Tl.Ne Secretariat.
we feel, howcve , ot the Cecretsriat canlot ve iznored
in view of the func s sssigned hy the ‘gscembly's
res2oluticn to the r-tapy-Cenerzl anl other orgsns of
the U.N. inclading U Tedhniczl :s3sictsnce “oerd. It
is therefore 17 port: nwot the nev Agency shoulé not
start in a state oi fcud with the United Tstions, w6
hope that 1f the righ stmosphere is created from the
start the 'zency | 1 be i+ a positior %o r<=ist in a
friendly but firu manner any nttemrts by the cecretari=st
to run the show and thet the ~aereturist vill be glad to
be rid of respuneibility for a thankless ond Jifficult
taske.

L. %e have also discuszed with 'lorton th~ nuestior of
finspcisl cortrol over gup centribaticn. In his view,
which is -robably shrred by Clasp , 'nct one penny should
be paid out to the secretar7-0enercl oreven thereafter by
the Director of the new Azency withoot the oxplicit

1
p
consent of the British representative -n the Advisory

Commission’.

In our view the Jecretary-General in orerating the
speciel fund referred to in paragraph 1o of the rssembly's
resolution acts mercly &8 a hanker., Crrecarably the
opergtion of the fund n ed give him no rower of control
over the uses tc which the fumd is pit. (n grounds of
administrstive convenience it might save time and work
were contributions at lecst naid direct tc the .gency.

The wey in which wc see our centrcl over expenditure
being exercised is this:-

(a) our contributicn wo:ild be paid in instelments so thet
if things went seri-usly vrong ve cou:1d withhold the
next instslnent;

(b) we would like provision in the financial regulastions
that any ite o expenditure 1n oxcess of a certain
figure (say 2 2.,000)Xrequired the authority of the
Director and of the .dvisory Comvissicr, possibly in
the form of a majority 3decizion of members of the
Com:ission in the 13ile =“<st at the time,

De we have slso considercd the vay in which the Agency
should set tc work., 'e think that the Director should
proceed to Illew York im ed ately he is s pointed in order
to start consideing staff and financial regulations with
the Secretary-General and the Advisory Committes on
Administrstive and Budgetery Questions. He should also
convene the Aldvisory Com ission to meet in New York as

/soon




sorn as pos ible in order th:t it ern expres:s its views
on these questions, The Comnission might first meet
informally to clarify its own ideas and then invite

the Nirectort join it in » formal mecting in order to
work out a com"on program €,

@ think that it 15 important to establish from
the beginning that the Director is not s member oi the
Advisory 'om issior anl i not entitled as of right to
participate in its discuscions,

From New York the lirector and the Commission might
g0 on to Ceneve to discuss plans with the Concilistion
Com~ission, From there they would go on & tour of the
Midile ast in order to work out in as great detsil ns pos:ible
the agrecments reguire! with sch Govermment. They
would then decide:-

(a) where their hesdquorters wou'd dbe.
Morton is somevwhnt doubtful aboit Beirut;

(b) vhat staff is needed in order to start opersticns,

Oe ith regerd to staff lorton thinks, ani we are
inclined to agreec, thst until the preliminary talks have
taken plsce in New York and Ceneva and the firat ©ur of
the #iddle ast hss been completeld, the only staff to be
selected and ap;ointed shoild be the Director and the
four members of the Advisory Comr ission, esch with his
own private secre'sry, one !'inited 'lations administrative
officer and one or two shorthand-typists,

Te All the above is mainly thinking alo:3 but it may

be useful in sny further discus=i n with the “tate Depertment,
It 1is important that the candidate for the post of Dir:ctor
(when found) should be informed as early as possible of the
way in wiich our two Covernments think the /geney shoald

work and that the decision to sponsor his candidature

should depend on his favourable reatirn on t is point,

8. Morton has seen the above and feels that broadly
spesking it represents not only his own views but probsbly
also those of hia former collesgues on the -.conomic ‘urvey
Miat" 10“.

9. 1 am sending @ copy of this letter to th- United
Kingdom Delegation, New York, ths British Middle ‘ast
Office, Cairoc, Paris anl Angora, !i@ shoull welcome any
comments they may have,

(Teke Evans)

The above wns drafted before I had received your letter

No. 1165/12/50 of January 1l0th, Our views apuenr to

coincide fairly closely with those of the tate Depertment

with the possible excepti n of the assumption that & pro ortion
of the staff now engaged in working for UNRFR and the

Agencies will be absorbed by the new ‘gency. Though
admittedly & possibility, we feel that any com itment

should be avoided until the director and the advisory
commission have visited the "iddle "act and jecided whst

staf” wi'l be needed for their progri-me.
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N F o Quumenes —

RELIEF OF PALESTINE
REFUGEES

BRITISH @OMMISSIONER
APPOINTED

FROM OUR DIPLOMATH} CORRESPONDENT °

Sir Henry Knight:Rhas been appointed to
 represent the United:Kingdom on the United |
Nations commission now being set up to put
into effect the recommendations of the Clapp
report for the relief and rehabilitation of
refugees in Palestine and the Middle East. The
United States, France, and Turkey are to
supply the other three members of the com-
mission. Sir Henry leaves to-morrow for New
York, where the commission will hold its first
meetings. _

Sir Henry Knight retired in 1946 from the
Indian Civil Service, in which he made a name
as an administrator. He was chief adviser to
the Governor of Bombay during the war years
and for short periods during and after the war
acted as Governor of Bombay, Madras, Burma,
and Assam. In February, 1947, he was
appointed an adviser to the Secretary of State
for India.
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2nd Karch, 1950
Dear kvans,

I have shewn yowr letter of 25%h Pebruar,, 1950 (ref. as
above) with emclosure %o Sir v¥illlsm uatthews - who made the
folliowing comsent "I wil! 4. all I ean to meet the suggestion
in paragreph 4, subject to U.l. remaining the authorily for
timportuning' these woluntary contributors”. with repard to
your suggesticn under paragraph 4 (b) whewre y u propcse a
lisd . of ¥ 20,000 on expendiiure to be incurred withou$ the
previoug authority of the Direcior ani of the Advisory
Commission, lLatthews suggests the words "or its egquivalent”
be inseried af'ter the dolliar sus guoted, simce contributions
vill be made in other cumrrencles, lLesides dollars.

This leads e to add an cbservatica of my own on the
subject of cur contyol over owr own contribution, viz. that
not only will owr contributicn be paid by instalments, but
it will de puid (as you no d-ubt rewenber was sgreed) into
a special Resident Account ¢ be cpenmed in Lowmdon either by
the Secretary General of U.H. or ly the Agency itaslf (as you
may arrange), This means that the owner of the account, be
he the Secretery-Ceneral of U.lle or the Agency, wmay not
dispose of the monies in that account without the previous
congent of HellsGe = in effect, that of the Treaswury. This is
Just the regime we have imposed n U.IL RBP.R, &8 on TeReOo,
in order to safeguard the "uneonvertibility™ of cwr sterling
contribution! 1t gives us the "iong-slop" in any case -
es we can always say, if we do not iike a project, that
mconvertible steriing cannot be used for that purpose.

Yowrs sincerely,

W
e

Te K Evansg, Esqc, Ve Be Ee
Eiddle kast Secretariat.
Fureign Office.
Downidng Street.
SeWete
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Nom Sir Henry Knight our Representative
on the Advisory Commission of the United
Nations Relief and Works Agency for
Palestine Refugees is leaving to-day for
Lake Success to contact the United Nations
Secretariat andhis colleagueon the Commission.

We have given him the attached brief
which will provide him with provisional
guidance in connexion with his contacts
in Lake Success. I should be glad to have
any comments which you may care to make
on the brief,

A.H. Clough, Esq., 0.B.E,
Treasury,
S.W. 1.




UNITED NATIONS RELISF AND WORKS AGENCY FOR PALZSTING
L LEUCS 5 TN THS HEAR=SAST

The Ageney was established by the CGeneral Assenbly:

(a) to carry out in eollaboration with local CGovernments
the direct relief and works programmes as regommended
by the Lconomie Survey Hission;

(b) to consult with interested Near-siast Governments
concerning measures to be taken by them, preparatory
to the time when international assistance for relief
and works projects is no longer available.

2. The Hesolution of the General Assembly (of which a eopy
i2 at:.ached) establishing the Agency provides that:

{(a) The Director shall be the chief executive officer
of the United Hations llelief and Vorks Ageuney fopr
FPalestine Hefuge s in the lear =Zast resconsibles to
the General Assembly for the operation of the
programne;

The Director shall select and appoint his staff in
accordance with gencral arrangements made in agreement
with the Secretary-General including such of the staff i
rules snd regulations of the United Nations as the [
Director and the Szerctary-General shall agree are
applicable, snd to the extent possible utilize the E
facilities and assistance of the Jecrstary-General:

The Director shall, in consultation with the Secrotary-
General and the Advisory Committee on Pudgetary and /
Administrative Cuestions, establish financial regulations
for the United Nations Relief and Vorks Ageney for
Palestine Refugecs in the Near Last;

du. jeet to the finaneial regulations pursuant to clsuse
(¢) of thie paragraph, the Director, in consultation
with the Advisory Comualssion shall apportion available
funds between direct relief and works projeets in

their discretion.

(e) The Director and the Advisory Commission shall ceonsuls
with cach Near-iast Government concerned in the
selection, planning and execution of projects,

3. ROLE OF DIRECTOR AND ADVISCRY COMMISIION.

“hile the General iAscenmbly assipns certain functions to
the Director alone and others to the Dirsctor and the Advisory
Commission a etins together, it is es ential in our view that
the: Director and the Advisory Commission should co-operate
elosely in all matters. The /Ageney in faet eonsists of the
Director and the Advisory Commission together, It follows that:

(a) The Director is the "“Chief :sxceutive Officer"
of the Agency in the British rather than in the widur
American sense, [oth poliey (within the Tramework
of the Assenbly Hesolution) and execution should be
the joint responsibility of the Director and the o

Advisory/




Advisory Commission. The Director cannot, therefore,

be compared to the Managing Director of a commercial
company (whieh would give him a position superior to

that of the Advisory Comiission) nor with a Ueneral
Manager (which would make him subordinate to the Advisory
Commisaion)}

(b)Any suggestion that the Direector and the Advisory
Comnission should agree on a division of labour on
the basis that the Director should be responsible for
relief and works relief and the Advisory Commission
for long=-term development (pilot schemes) should be
resisted;

J In his dealings with the Secretariat and other organs
of the United lations Urganisstion regarding staff
and financial regulations and in selecting and appointing
staff, the Director shoul: aet in consultation with the
Advisory Comnission.

Gxpenditure by the Agency should in general be subject
to the approval of both the Director and the Advisory
Comnission. The financial regulations might, however,
provide for payment by the Director alone of:

(a) Items of exyenditure not in e cess of magreoed
amount; and

(b) Of urgent items in the absence of a Uuorum of the
Advisory Commission.

4 Hembers of the Advisory Commission will be solely resvonsib e
to the Governmentis who have agiointed them for certain functious,
e.g+ keeping those Governments informed of the Ageney's activities
and ensuring, so far as possible, that the Ageney's poliey
conforms with the views of the!r Government. The Director is not
a menmber of the Advisory Comnission and is not entitled as a right
to atiend its Mectings.

0¥ THE AGANCY WITH THE UMITED NATIONS.

In view of the functions assigned by the Assembly's lesolution
to the Secretary-General of the United Nations »nd various organs
of the United Nations including the Technical Assistance Board,
it is essential that the Arency should secure from the outset
the friendly co-operation of the United Nations Decrotariat.

%e hope that if the right atmosphere is created that the Agency
will be in a position not only to secure the maximum of assistance
from the Unifed Nations but slso to resist in a friendly but firm
manner any atiempts by the HSecretariat to direct its poliecy or

the operation of its Frogramme. It is assumed that the Jecretary-
General in opersating th: special f nd mmeferred o in paragraph 16
of the assembly's resolution acts merely as a banker and that the
operation of the fund will not give him power of control over the
uses to whiech the funds are put, on grounds of administrative
convenience it might be found advisable for contributions to be
pald direct to the ageney.

6. FIHAUCTAL CONTROL

It 18 antiecipated that periodic budgets will be drawn up by
the Agency and that the estimates will be aprnroved by the Governmen
represented on the Advisory Counxission. It i3 also anticipated
that contributions will be paid by iustalments and in general on
the basis of the budgets prepared by the Apgency.

7/




YN ARETR o A Y N T A T Y I
S TAFFP AND IGICE OF H AD UARTERS

It is the essence of the Yrogramme that the Arab Governmnents
conecerned should, as far as possible, be made responsible for the
operation of both the Relief and VWorks Relief Frogrammes, The
main task of the Ageney will therefore be to enlist and maintain
the support and co-operation of the Arab Covernments, for the
Yrogramme and the staff of the Agency should be kept down to fthe
minimum compatible with the oefficient exeecution of this rrogramme.

1

8. The staff recuirements of the Agency eannot in owr view be

finally determined until the general lines of the agrecments to be
concluded with the Arab Uovernments sre known. t is, therefore,
envisaged that when the Director, and the iAdvisory Commission have
consulted with the "mited Nations Secretariat, the Paleatine
Hations Kelief for Falestine

{
1
¥

Coneliliation Commission and the United
Refugees, they should (accompanied by their personal staffs only),
visit the iiddle =ast and in the light of thelr contacts with the
Governments concerned, decide the nunber sai type of pursonnel
reguired, A8 there 18 a risk that staff at present engaged on
refugee relief work in the Middle Last may, unless offers are

made to ther soon, make alternative arrangements, 1t will be
advisable for the Director and the Advisory Comuission to make
tentative arrangements in connexion with certaln obviously
essential posts immediately they have had an oprortunity of

S

consulting representatives of U.H.2.7.R.

9. During their preliminary visit to the 'iidle Zzst the Director
to the Advisory Comidission should slso decide on the location of the
Ageney's Headouarters, On belonce Eeirut would seem to be the

best site.

10, The atove is intended as provisional guldance for the United
Kingdom Representative on the Advisory Commission, particularly

in connexion with his dicussions with the United Nations 3Seerctariat
and his preliminary contacts with his e¢oclleagues. The importance
of our representative establishing the close:t possible relations
with his eolleagues on the commission (and in particular with the
American member} iz clear, He should also lose no opportunity of
emphaslising the part whieh the BEritish Niddle East Office will be
able to gay in the execution of the Agency's programe,




EXTRACT FROM

E.P.C, (50) 7th Meeting

Minutes of a Meeting held at 10 Downing Street, S.W.1.
on TUESDAY, 7FH MARCH, 1950 at 11.0 a,.m,

3., ISRAEL: PFINANCIAL NEGOTIATIONS
(Previous Reference: E.P.C.(49) 45th Meeting, Minute L4)

The Committee considered a memorandum by the Chancellor of the ixchequer
(L. P.C.(50) 29) on the progress of the economic and financial negotiations
ith the Israel Govermment,

THE CHAMCELLOR OF THE EXCHEQUER recalled that, when this question has last
been considered by the Committee on 18th November, Ministers had agreed that
the United Kingdom representatives in the negotiations should try to reach a
settlement on the lines proposed in E,P.C. (49) 134. Further discussions
showed, however, that there was no possibility of agreement on this basis;
against claims amounting to over £21 millions, the Israel Delegation had made
an offer of only £7,285,000. He had then authorised the United Kipgdom
Delegation to put forward a revised claim for £11,507,000 and further to offer
certain additional concessions as set out in para. 5 of Appendix C; against
this, the Israel Delegation had made a revised offer of £6,177,000 plus the
annual cost of the pensions of the former officials of thePalestine “Yovermment
resident in Israel (equivalent to 2 capital payment of #2,400,000). If the
Israel Government's decision to relinquish their claim to £2,000,000 in
respect of the prospective surplus of the Palestine Jurrency Board was also
taken into account, the Israel Delegation's final offer could be regarded as
amounting to 10,577,000, In his view, there was no prospect that the Israel
Government wodd be prepared to improve their offer by more than £500,000;
indeed, he considered that their financial position was so precarious that this
in fact represented the maximum that they could afford to pay, or that we could
hope to obtain. In these circumstances, further delay would merely diminish
our prospects of obtaining any substantial payments, and he therefore proposed,
that a settlement should be negotiated on the basis now proposed by the Israel
Government, provided that they were prepared to increase their offer by
£500, 000, If they refused to make this further offer, he proposed that the
negotiations should bebroken off.

In discussion the following points were made:-

\a) THE POREIGN SECRETARY said that, while he did not dissent from the
recommendations made in E.P.?.(SO) 29, he felt that the treatment accorded to
the Arabs compared unfavourably with the gemerous settlement which it was now
proposed to make with the Israel Wovernment. Once it became known that we
had made a settlement with Israel falling far short of our reasonable claims,
we should find it increasingly difficult to Jjustify our refusal to make a more
substantial contribution towards the United Nations arrangements for the
relief of Arab Refugees in Palestine and Jordan. He hoped, therefore, that
it might be possible for theChancellor to reconsider his decision on this
issue .

THE PRIM+ MINISTKER said that this question should be reviewed. If
sgreement could not be reached between the Treasury and Foreign Office points
of view, the matter could be brought to the Committee.

(b, THE SECRETARY QOF ST R THE TOLONIES said that the Colonial Office
atiached special importance tg ints irst, that adequate provision
should be made for the payment of pensions to former officers of the Palestine
Government and, secondly, that every effort should be made to ensure that the
Israel Government would accord fair treatment to claims for which they would
assume liability under the settlement.

THE CHANCELLOR OF THE EXCHEGQUER said that there was general agreement on
the first point; the second point had been fully brought out in the
discussions, and there was nothing further that could be done to safeguard the
position of the persons concerned.

T
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British Gknbasz%,
%Washington, D,C,
24th Febmary 1980

I have the honour to submit a short
report on the progress throuch Congrens of
the lerielation covering ‘meriean particination
in the new "nited Thtions Agency for "alestine
PaThgé” Relief and Rellief Works, The nroposed
extent of the 'mited “tates finanecial contribut-
ion, a= you are aware, is #27,450,070,

2e Tha legislation hes now received the
unanimons apnrovel of the %enate Poreipgn Pelations
Committee after hearings in e¢losed secsion on
Jamuary 3lst. Mr, “opdon Clapp, the Chairman

of the 'mited Nations “e-nomie ’?uwey Mission

and ¥r, Caorge MeChee, the Assistant “ceretary
for Mear "astern Affalre at the “tate Department,
were the prineipal witnesses and were supported
by a “tatement submitted by /idmiral “trubel on
behalf of Admiral Forrest Sherman, Chief of Maval
Onerations, In his report to the Senate, the
Chairmen of the FPoreign Relatione Committes &
Senator Commally, urged support for the legislation
on hundhitarian end seourity grounds stating

"no one can doubt that peage and security in the
Near “ast have a direct snd important bearing on
the security and rrosnerity of the "estern "orlad”,

3 Hearings bafore the Mouse of "enresent-
atives Foreirm Affaire Committes which were in 3
onen and elosad session, eoneluded on Tebruar
17th, T same witnesses tdctified and certain
of their statomente seem worthy of speelal note,
¥r, Mehee sald "in thie eritical area (Vear fast)
we gcan 111 afford to stand by in the face of any
major security threat”, This remark was
amplified by the statement of the Department of
Dafence which declared "the segrity of the
Middle Tast is vital to the secrity of the
mited States, The Defenge Derartment, therefore
strongly endorses and spports the legislation”,

T will comment further on these statements at

/8

The Right Y-nourable
frnest Bevin, ¥.7,,
Gtﬁ.. Btc-.. at'o.
Poveirn NTflee,

IiOndOn. Sor‘;“!- 1

S e



8 later date,

4, During the publie sessions the
“enublioa.n members of the House Foreign
AfPairs Committee have been nrominent. in
urging the “tate T*eﬂarment to find an outlet
in the relief of Arab re ‘g:ees for the United
States food surpluses which are at present
embarrassing the Administration.

o The “tate Department are confident
ma.t the nresent nronosed legislation will
sucecessfMlly nass both the “enate and Touse

of Tenreser tives. Tt. has yet however to be
discussed in the /- provriations Committee vhere
it is expected the nroposed contribution bv
foreign nations ineluding the Inited “ingdom
will come undor survey.

Ge 1 am sending & copy of this despatch
to the Yead of the Pritish 'iddle fast Nffice,

T have the honour to be, with the
highest respoct,
fir

Your most obedient, humble servant,

((‘T‘ 1} r""{?]ﬂ'ﬁ -vrw m




SIR JAMES CROMBIE

MR, SHARP

AID FOR ARAB REFUGEES

At the Economic Policy Committee meeting of the 7th March
(E.P.2. (50) 7th Meeting), the Foreign Secretary suggested that the generous
settlement which we were proposing to make with the Israel Government con=-
trasted unfavourably with our refusal to make a more substantial contribution
for the relief of Arab Refugees in Palestine and Jordan, The Prime Minister
said that this question should be reviewed with the object, if possible, of
reaching agreement between the Treasury and Foreign Office points of view,

The attached note sets out the history of our negotiations with

the Foreign Office about the amount of the U.K, contribution for the relief

of the Palestine Arab Refugees, The Foreign Office pressure for a U.K.
contribution of §9 m, to the new Relief & Works Agency is based on the view
that unless we put up that amount Congress will refuse to vote the proposed
U.S. contribution of $27 m, In that event the Clapp scheme will not be a
success and the prospects of getting the Refugees resettled will be much
diminished. The continuance for some further period of years of a large
body of destitute refugees in the Middle East may be a source of political
trouble which would have an adverse affect on our own large interests in
that area, In particular the Foreign Office consider that the United
Nations would lay the blame for the plight of these refugees on the U.K. on
the grounds that having originally made the "Balfour Declaration", we should
accept full responsibility for all the subsequent troubles in Palestine.
The main obJjections to our contributing more than §7 m., to the
Clapp scheme are as follows:=
(1) We camnot but sympathise with the plight of these refugees,but
the responsibility to see that they do not starve does not 1‘
rest solely, or even mainly, with the U,X. The prime 4
responsibility rests with the local governments concerned,
but it is also a matter for the United Nations at large, It
is up to the other nations to take their share of the burden,
(ii) The Chancellor's latest offer of a contribution of §7 m.
(£1% m.Jover and above our loan to Jordan) is already a very /
considerable advance on the £5 m. he felt, in August last,
should be the maximum of any further U,K, contribution for
the aid of Palestine Arab Refugees,

/(iii) ve




(iii) We are not in a position, as the Foreign Office proposal would
imply, to match the U,S. contribution on a 1«3 basis, and it
would not be in our interests to let the Americans get the
idea that we can do so., Our tentative plans for aid to
Southefast Asia contemplate that any assistance from the U.K,
shall be in the proportion of 1-8 from the United States, and
even then the U.K, contribution is to be in the form of
releases of sterling balances,

(iv) Any contribution we make to Arab Refugees is a strain on our
balance of payments situation, We have many other calls on
our limited resources, Against the risk of reproach by the
United Nations for not doing enough for the Arab Refugees,
we have to set the risk of a further devaluation of the £1
through trying to do too much.

Ve ourselves would not regard the arrangements agreed in the case

of Israel as comparable with those in connection with the relief of Arad
Refugees, In the Israel negotiations we have been faced with a problem of
extracting from the impoverished Israel Government the best payment we could
in respect of the assets and liabilities (estimated at a total of £21 m,) of
the former Palestine Government, TWe hope to obtain the agreement of the
Israel Govermment to pay us some £7 m, in full settlement, Although this
treats Israel very favourably, it must be remembered that we are almost
entirely in their hands, About our only way of exercising any pressure on
Israel was by the refusal to release their sterling balances, It having
been decided that this course was undesirable, we have had to make the best
bargain we could.

Qur conclusion is that we should refuse to go beyond the total of
$7 m. which the Chancellor has already offered, and we should try to get the
Poreign Office to persuade the Americans that it is not reasonable to ask us
to pay more,

The Foreign Office have now (in the course of oral discussion)
asked for a relaxation of the two conditions we have attached to our contrie
bution, They suggest that insistence on the "matching" condition may lead
the United States to attach a similar condition to their contribution, This
might result in the U.S. contributing very much less than the §$27 m. at
present contemplated. The Chancellor has already (on the 19th January)
refused to relax this "matching"™ condition though he said that if experience
showed that it had an undesirable effect he would be willing to give the

matter further consideration, The Foreign Office have produced no evidence

/that




that the condition is, in fact, having an undesirable effect, But if we are
to maintain our stend against a total contribution of more than §7 m,, it
might be as well to avoid having any other points of difference., It is
suggested, therefore, that we now give way on this question,

With regard to the "resettlement" condition, the Foreign Office
suggest that it will be difficult in practice to enforce this condition from
Whitehall especially as payments for development work will be made out of
the general fund to which many other govermments will be subscribing, They
therefore suggest that it would suffice if we embodied our condition in the
directive given to the U.K. representative on the new Agency and in addition
seek an arrangement under which payments of our contribution are made by
instalments on the basis of 3-monthly reports, These reports would give us
the opportunity of criticising, or even withholding future instalments, if
we felt that the money was being spent uneconomically,

This is & sensible suggestion and will probably give us as much

control as we can effectively exercise,

RECOMMENDATIONS :
1 TWe should refuse any further increase in the Chancellor®s

offer of a contribution of §7 m.(including the loan to

Jordan).

2, Ve should withdraw our suggestion that the U.K. contribution
should be conditional upon other nations (excluding the U.S)
contributing in the proportion of £4 sterling for each £1
we subscribe,

3. We should agree to the system of control of expenditure

suggested by the Foreign Office (see X above).

A. H CLOUGH

20th March, 1950,




PALESTINE ARAB REFUGEES

These Refugees lost their homes as a result of the recent hostilities
between t he Jews and the Arabs in Palestine. Early in 1949, the United
Nations set up the United Nations Relief for Palestine Arab Refugees Fund
(U.N.R,P.A,R, Pund). Of a total of $32 m, contributed to this Pund, the
UsS. provided §16 m., the U.K. £1,100,000 (then worth $4.4 m.) and 31 other
Governments the remaining $12 m. ¥hen further subscriptions were asked

for, the Chancellor took the line (C.M.(49) 54th Conclusion dated 29.8.49)

that any further contribution from the U.K. should not be more than £ m. or
at most £% m,

In October last year a Mission sponsored by the United Nations and
consisting of representatives of the U.S.A. (Mr. Clapp, Head of the Mission),
U.K. (8ir Desmond Morton), France and Turkey was sent to the Near East to
investigate inter alia the prospects of getting these Refugees resettled.
The Mission recommended that the U,N,R.P,A.R, Pund should :be replaced by an
entirely new body known as the Near East Relief & Works ﬁas&;c;;aon which
should continue relief up to December 1950 only, but as soon as possible
arrange development works which would make the Refugees self-supporting. The
Mission sketched out a programme of relief and works projects costing $54 m.
over a period of 18 months, about $6 m., of this amount to be contributed by
the local governments concerned. Although the principle of these recommen-
dations was sound, we were very dubious about the nature of most of the
relief projects suggested. These, so far as could be seen, would provide
the Refugees with work only so long as further money was continued to be
poured into the scheme. The U.S. State Department, moreover, while
proposing to ask Congress for a contribution of $27 m. to the scheme,
suggested that the U.X, should contribute $12 m. (about £4 m.), though they
agreed that our loan of £1 m., to Jordan should count against this amount.
The PForeign Office accepted that §12 m, was too much to ask the U.,K, to
provide, but have been pressing for §9 m. The Chancellor felt that this
was still much too much, but agreed (5th December) to increase his original

offer of £5 m. to £1} m., as well as the £1 m. loan to Jordan. This would

/bring




bring the total U,K, contribution up to §5.8 m. More recently (10th
February) the Chancellor has agreed, after some pressure from the Foreign
Secretary, to increase the U,K, contribution to a total of $7 m. (including
the loan to Jordan).

We have stipulated that the U,K, contribution shall be subject to two
conditions, viz,

(1) Matching condition. The U.X, contribution shall be in the

proportion of £1 for every £4 subscribed by other nations (excluding the

U.2.).

(i1) Resettlement condition. Except for the first £5 m. (which may

be spent on relief), the U.K. contribution shall be conditional upon our
being satisfied that the money is being spent on schemes providing
opportunities for permanent settlement of the Refugees. This condition was
imposed because we felt that under the Clapp plan there was a risk that much
of the money would be spent in providing paid labour for the Refugees in
areas where they are at present residing, and which offer little prospect of
providing a permanent living. Qur aim was to bring pressure on the Agency
to get the Hefugees to move to other areas where they could become self-

supporting.
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ATD FOR ARAB REFUGEES

At the Economic Policy Committee meeting of the 7th March
(E.P.C. (50) 7th Meeting), the Foreign Secretary suggested that the generous
settlement which we were proposing to make with the Israel Government con=
trasted unfavourably with our refusal to make a more substantial contribution
for the relief of Arab Refugees in Palestine and Jordan, The Prime Minisger
said that this question should be reviewed with the object, if possible, of
reaching agreement between the Treasury and Foreign Office points of view,

The attached note sets out the history of our negotiations with

the Foreign Office about the amount of the U.K, contribution for the relief
of the Palestine Arab Refugees, The Foreign Office pressure for a U,K,
contribution of $9 m, to the new Relief & Works Agency is based on the view
that unless we put up that amount Congress will refuse to vote the proposed
U.S. contribution of $27 m, In that event the Clapp scheme will not be a
success and the prospects of getting the Refugees resettled will be much
diminished, The continuance for some further period of years of a large
body of destitute refugees in the Middle East may be a source of political
trouble which would have an adverse affect on our own large interests in
that area. In particular the Foreign Office consider that the United
Nations would lay the blame for the plight of these refugees on the U,K., on
the grounds that having originally made the "Balfour Declaration", we should
accept full responsibility for all the subsequent troubles in Palestine.

The main objections to our contributing more than §7 m. to the

Clapp scheme are as follows:-

(1) We cannot but sympathise with the plight of these refugees,but
the responsibility to see that they do not starve does not
rest solely, or even mainly, with the UK, The prime
responsibility rests with the local governments concerned,
but it is also a matter for the United Nations at large. It
is up to the other nations to take their share of the burden,

(ii) The Chancellor's latest offer of a contribution of §$7 m.
(£1% m. over and above our loan to Jordan) is already a very
considerable advance on the £ m, he felt, in August last,
should be the maximum of any further U,K, contribution for

the aid of Palestine Arab Refugees,

/(i11) we
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(iii) We are not in a position, as the Foreign Office proposal would
imply, to match the U,S. contribution on a 1-3 basis, and it
would not be in our interests to let the Americans get the
idea that we can do so. Qur tentative plans for aid to
South-£ast Asia contemplate that any assistance from the UK,
shall be in the proportion of 1-8 from the United States, and
even then the U,K, contribution is to be in the form of
releases of sterling balances,

(iv) Any contribution we make to Arab Refugees is a strain on our
balance of payments situation, We have many other calls on
our limited resources, Against the risk of reproach by the
United Nations for not doing enough for the Arab Refugees,
we have to set the risk of a further devaluation of the £1
through trying to do too much,

We ourselves would not regard the arrangements agreed in the case
of Israel as comparable with those in connection with the relief of Arab
Refugees, In the Israel negotiations we have been faced with a problem of
extracting from the impoverished Israel Government the best payment we could

(1 WV

in respect of the assets and liabilities (estimated at a totalzbf £21 m,) of
the former Palestine Government, We hope to obtain the agreement of the

R R
Israel Government to pay us some S FW, in full settlement, Although this
treats Israel very favourably, it must be remembered that we are almost
entirely in their hands, About our only way of exercising any pressure on
Israel was by the refusal to release their sterling balances, It having
been decided that this course was undesirable, we have had to make the best
bargain we could.

Our conclusion is that we should refuse to go beyond the total of
$7 m, which the Chancellor has already offered, and we should try to get the
Foreign Office to persuade the Americans that it is not reasonable to ask us
to pay more,

The Foreign Office have now (in the course of oral discussion)
asked for a relaxation of the two conditions we have attached to our contri-
bution, They suggest that insistence on the "matching" condition may lead
the United States to attach a similar condition to their contribution. This
might result in the U.S, contributing very much less than the §27 m, at
present contemplated. The Chancellor has already (on the 19th January)
refused to relax this "matching" condition though he said that if experience
showed that it had an undesirable effect he would be willing to give the

matter further consideration, The Foreign Office have produced no evidence

/that




that the condition is, in fact, having an undesirable effect, But if we are

to maintain our stand against a total contribution of more than $7 m,, it

might be as well to avoid having any other points of difference, It is

suggested, therefore, that we now give way on this question.

With regard to the "resettlement" condition, the Foreign Office
suggest that it will be difficult in practice to enforce this condition from
Whitehall especially as payments for development work will be made out of
the general fund to which many other governments will be subscribing. They
therefore suggest that it would suffice if we embodied our condition in the
directive given to the U,K. representative on the new Agency and in addition
seek an arrangement under which payments of our contribution are made by
instalments on the basis of 3-monthly reports, These reports would give us
the opportunity of criticising, or even withholding future instalments, if
we felt that the money was being spent uneconomically.

This is a sensible suggestion and will probably give us as much

control as we can effectively exercise,

RECOMMENDATIONS :

1. We should refuse any further increase in the Chancellor's
offer of a contribution of §$7 m.(including the loan to
Jordan).

We should withdraw our suggestion that the U.K. contribution
should be conditional upon other nations (excluding the U.S)
contributing in the proportion of £4 sterling for each £1
we subscribe,

We should agree to the system of control of expenditure

suggested by the Foreign Office (see X above).
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OUTWARD TELEGRAM

Cypher /OTP DEP sRTEENTAL DISTRIBUTICON
and By Confidential Beg
Confidential

FRC FOREIGH OFFICE TC WASHINGTON

No. 1464 D. 8.30 p.m. 17th March, 1950
17th March, 1950

Repested Saving to U.K. Del. liew York No. 317

Paris No. 808 Jedda No. 62
Angora No. 25 Beirut No. 65
B.k.%.0. (Cairo) No. 237 Damascus No. 54
Cairo No. 104 Tel Aviv No. 46
Bagded No. 61 Jerusalem Noe55

CONFIDENTT AL

Lddressed to Weshington telsgram No. 1464 of 17th
i:erch, repested for information Saving to U.K. Del. New

York, Paris, ingora, B.M.E.O. (Cairo), Csiro, Bagdad,
Jedds, Beirut, Demascus, Tel aviv &nd Jerusalem.

Your telegream No. 873 [of 15th Mearch: ALgency for
Palestine Refugees],

Following for Sir Henry Knight:

iie appreciate the ressons which make it preferable
for the Commission and Director to arrive in the liddle
Bast together.

2. A4S regards our contribution we should be able
to imake an instalment &veilsble in 4pril. The amount of
our contribution is still under considerction, and we are un-
fortunately not in a position to give you any further
information at this stege. Ve will, of course, let you
know as soon as a decision is reached.

DISTRIBUTED T0O:-

Esstern Depertment
Middle East Secretariat
4fricean Depertment
Refugee Department
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IN-/ARD S.LVING TEILEGR/AM 1 F el £

By Confidential Bag DEP/RTMENTAL DISTRIBUTION

FROM  LSHINGTON TO FOREIGN OrFICE

Sir 0. Franks
No. 161 Saving
18th March,1950 R: 22nd March, 1950

CONFIDENTTIL

/ddressed to Foreign Office telegram No. 161 Séving
of 18th March, 1950,

Repeated for information Saving toe

New York (U.K.Decl.) Jedda
Paris Beirut
Angora : Damascus
Cairo (B.M.E.O.) Tel .viv
Cairo Jerusalem
Bagdad

Your telegram No. 146) March 17th,
Following from Knight,

I have further satisfactory discussions with Clapp
and Blandford.

2. State Department are concerned about the funds
for the lgeney particularly as they do not now expect to
get their own authorising legislation through before
late May and not the beginning of :April as they had
pwvionsly hoped. They therefore very much hone that we
can assist the agency in the following three ways:

(1) Make an carly instalment of our contribution
during April (which I am glad to see can be done),

(2) Pay during 4pril a part or all of our annual
contribution for 1950 to the costs of United Nations
Organisation. This will enable the United Nations Organisa-
tion to make a further advance to the igeney from its
/ working capital




CONFIDENTTAL

Yashington to Foreign Office teleeram No. 161 Saving

W ¢
working capital fund. The United States contribu-

tion to the cost of the United Nations Organisation

(3) Luthorise the utilisation in the Middle

g
VEast countries of the £250,00¢ sterling part of

the I.R.0, loan) which is a2t present held by
LT.N..{{. I).R.

3. I hope to leave New York for United
Kingdom about 2.th/25th Narch.

DISTRIBUTED TO:

Eastern Department
african Department
Refugee Departnent

Middle East Secretariat
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SIR JAMES CROMBIE

U.K., Expenditure in the Middle Fast

I am sorry that we have heen such a long time producing
the particulars for which the Chancellor asked about the amount
of U,K, Expenditure in Che Middie Lhast. %e have had some
difficulty in reconciling our figures with those of the Foreign
Office. We have, howeve; now been able to reach agreement
with the F.O., and the atiached note and tables are accepted

by them,

A. H. CLOUGH

27/th March, 1950,




Copeq ol IF 113 [0l

Orgunat ow P 3og]or.

L

U.Ke Expenditure in the Middle East

The Chancellor has asked for a statement, agreed with the Foreign Office,
showing what we are spending in the Middle East this year as compared with last
year,

2, In submitting this statement it is desired to draw attention to
the following factors =

(1) Not all the expenditure incurred in the Middle East is in
fact solely concerned with Middle East countries or the
maintenance of the British position therein; e.g. the
British gartison in Egypt is maintained there primarily in
pursuance of overall United Kingdom strategy in the present
"cold war" period; and the Middle Hastern oil which counts
for a large proportion of the Admiralty expenditure is
required for the purposes of the Royal Navy throughout the
world.

(2) Since 1948 His Ma jesty's Government have been engaged in a
process of contracting their commitments in the Middle
East; e.g. they have liquidated their commitments in
Palestine, have reduced their Middle East garrisons, and
have cut down their expenditure on the Italian Colonies.
This contraction is not altogether reflected in the
comparative figures for this year and last year (and indeed
in some cases, e.g. the expenditure on Arab Refugees, has
given rise to additional non-recurring expenditure). It
would only be brought out by considering the figures over,
syy, 2 five year period,

3. The attached Tables (the figures of which have been agreed with
the Foreign Office) show particulars of expenditure in the Middle Zast under
the following heads :-

(i) Grants and other forms of assistance from Foreign Office
Votes to Middle East countries (Table A)

(ii) Other U,K, Government expenditure in the Middle East (i,e,
local expenditure of British Service Departments, the
British Council and Foreign Office Missions) (Table B)

(iii) U.X. purchases (other than by Government Departments) from
the Middle East countries (Table C)

(iv) Releases of Sterling Balances (Table D)

& Government Expenditure: To get an overall picture of U.X,

Government expenditure in the Middle East, items (i) and (ii) should be taken

together, It will be seen from Tables A and B that the total of these

/items




items comes to :-
1950
Proposed by
1949 Foreign Office Increase

Grants and other forms of
assistance from ¥7,0,Votes -
to Middle East Governments 5,219,300 9,542,500 2,623,200

Other Local Expenditure by
U.K. Government Departments
(including Service Depts.) 22,545,480 23,510,000 964,520

A
£28,764,780  £33,052,500 °  £3,587,720

¥ The expenditure under this head at present
approved for 1950/51 is .. T AR I g AR £7,544,000

6 The approved total for 1950/51 18 ...ccvevecncancnvcans £27,554,000

The Foreign Office have pointed out that the items of expenditure
listed require to be divided up into the following main categories (although
the second and third of these to some extent overlap) :-

(a) Direct expenditure on the maintenance of British representation
and British influence in the ¥iddle East countries,

(b) The cost of commitménts in the Middle tast entered into by His
Ma jesty's Government as part of their general policy.

(¢) Expenditure made in the Middle East for the general economic or
strategic needs of the United Kingdom.

Under category (a) would come -

The cost of U,X. Missions and the British Council
The Missions to Saudi Arabia
The Persian Gulf Levy Force

Under category (b) would come -

The subsidy to the Arab Legion

The Sudan

The expenditure on Arab Refugees

The Loan to Jordan

Expenditure in Cyrenaica and Iripolitania

Under category (c¢) would come -
The military expenditure in Egypt and the Neaval
expenditure on oil in Persia

5. U.K. purchases and general effect of Goverrnment expenditure on
British influence in the Middle East,

The Foreign Office have suggested that the maintenance of a certain
level of U.K, expenditure in the Middle East is desirable as a means of

/maintaining




maintaining and strengthening British influence in those countries. While
we can accept the general principle that such expenditure furthers British
interests, it is questionable whether any direct relationship could be
established between the overall level of U,K, Government expenditure in the
Middle Fast and the extent of our influence there.

A much more important factor in meintaining British influence in the
Middle East is our expenditure on private commercial purchases, As Table C
shows, these amounted in the period January - September 1949 to over £115 m,

which gives a figure for the whole year of £150 m., i.e. nearly six times the

total of U.K., Government expenditure in this area. Our expectation is that

the figure of £150 m. will be maintained in 1950 and probably exceeded. Both
Government and private U.X, expenditure abroad, however, affect our balence
of payments position and therefore need to be carefully watched.

6. Sterling Balance Releases (see para. 3(iv)): As Table D shows,

we are hoping this year to curtail sterling releases in the Middle East
countries from a total of £30 m. in 1949 to a figure of the order of £20 m,
This does not mean that we shall save £10 m, as the releases represent
private, as distinect from Government, expenditure. It would be difficult to
say categorically that these releases wholly further U,K, interests in the
Middle East countries, While they help trade, the effect of any limitation
on releases tends to provoke the simultaneous criticism that we are hampering
it. ¥rom the U,K, angle, however, these releases, which in practice
generally take the form of unrequited exports, represent an additional drain
on our resources,

7. Conclusion; It would not be practicable to determine whether
any particular item of expenditure should be undertaken, by reference to
some overall global figure, Proposals for expenditure can only be considered
on their merits, and with due regard to our economic position and the various

other demands on our resources,




TABLE A

Grants from Foreign Office Votes to Middle East Governments

and other similar expenditure for 1949/50 and 1950/51

1949/50
£

35500, 000
500,000
100,000

Arab Legion
Loan to Jordan
Arab Refugees
Civil Air Training Mission
to Saudi Arabia 25,000
British Military Mission
to Saudi Arabia 49,000
Persian Gulf Levy Force -
Subsidy to Sultan of Muscat 10,000
Cyrenaica 1,392,600
Tripolitania 242,700

5,819,300
400,000

£6,219,300

(a) Provision at present approved is ... £4,000,000
” . " ” " Jes £1,500,000
” . . " 8 B, 271,000
" " ) " n RN 125,000
(e) Total expenditure at present

approved is . £7,544,000

Progosed by

Foreign Office

for 1950/51
£

4,900,000
500, 000
2,200,000

33,000

70,000
35,500
10,000

1,469,000

325,000

9,542,500

£9,542,500

(2)
(®)

TABLE B

Local Expenditure by the Colonial Office, British Service

Departments, the British Council and Foreign Office Missions

in the Middle fast

1949/50
£

‘,Kf'io[‘
(i) Service Departments Local
Expenditure

Egypt 11,747,000
Sudan 512,000
Cyrenaica 835,000
Palestine 4,000,000
Persia 2,833,000
Iraq 1,135,000
Syria 27,000
Lebanon -
Jordan 63,000
21,152,000

Less: Israel 0r.176,000
Saudi Arabia 56,000 232,000

20, 920, 000
(ii) British Council 625,480

(i11) Foreign Office Missions in
the Middle East countries

1,000, 000
£22,545,480

1950/51

£

13,164,000
460,000
1,590,000
3,500, 000
2,809,000
255,000
6,000

40,000
21,824,000

21,824,000

686,000

1,000, 000
£23,510,000




TABLE C

U.X, Payments (excluding U.XK. Government expenditure) to certain
¥iddle East Countries: January to September, 1549

2 -
For items other 0il

than oil
19,400,000 20,500,000

16,300,000 1,600,000

1,300,000 32,800,000

800,000 8,200,000

Syria 300,000 2,500,000

Lebanon 300, 000 2,000,000

Israel 4, 600,000 4,100,000

Jordan - 500,000
Saudi Arabia

Total:=- £43, 000,000 £72,200,000

Total of Cols., 2 and 3 = £115,200,000

TABLE D
Sterling Balance Releases

1949 1950
6,700,000 12,720,000

12,000,000 ? nil =

2,300,000 (possibly) 3,000,000

9,750,000 (possibly) 6,000,000

£30,750,000 £19,720,000

# Not yet settled
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Dear Stafford,

You will remember that at the Meeting of the
Economic Policy Committee on the 7th March, it was agreed
that the Minister of State for Iconomic Affairs should
’/,/’// review the amount of our contribution to the United
Nations Relief and Works Agency for Palestine Refugees.

Since then, we have received a despatch from His
Majesty's Ambassador in Washington, of which I enclose a
copy. This shows the importance which both the State
Department and the United States Chiefs of Staff attach
to the matter, as we do ourselves. It also shows that
the critical stage for the American contribution of 27
million dollars, namely discussion in the Appropriations
Committee, will soon be reached, and that our own
contribution will come under survey at that time.

Meanwhile the French Government have also approached
us about the extent of their own and our gontribution.

As I have explained, I feel I have no alternative
but to ask again that our contribution for the eighteen
months' period should be the sterling equivalent of 9
million dollars, inclusive of our £1 million loan to
Jordan. There is no reason why a portion of this should
not be made available in 1951 and included in our next
year's Estimates.

/I must

The nght Honourable
O Sir Stafford Cripps, K.C., M.P.,
Chancellor of the Exchequer. /
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I must press you for this, especially as the effect
in the United States of America will be out of all
proportion to the sums involved,

I am sending a copy of this letter to Gaitskell.

Yours sincerely,

e
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( 1822/13)

CONFIDENTIAL British Embassy,
Ng, 1 Washington, D.C.
1165/93/50 2lith February 1950

Sir,

I have the honour to submit a short report on the progress
through Congress of the legislation covering American
participation in the new United Nations Agency for Palestine
Refugee Relief and Relief Works. The proposed extent of the
United States financial contribution, as you are aware, is
£27,450,000.

2 The legislation has now received the unanimous approval of
the Senate Foreign Relations Committee after hearings in closed
session on January 31st. Mr, Gordon Clapp, the Chairman of
the United Nations Economic Survey kission and Mr, George
McGhee, the Assistant Secretary for Near Eastern Affairs at the
State Department, were the principal witnesses and were
supported by a Statement submitted by Admiral Strubel on behalf
of Admiral Forrest Sherman, Chief of Naval Operations. In his
report to the Senate, the Chairman of the Foreign Relations
Committee, Senator Connally, urged support for the legislation
on humanitarian and security grounds stating "no one can doubt
that peace and security in the Near East have a direct and
important bearing on the security and prosperity of the Western
Ror¥dd .- -

S Hearings before the House of Representatives Foreign
Affairs Committee which were in open and closed session,
concluded on February 17th. The same witnesses testified and
certain of their statements seem worthy of special note. Mr,
McGhee said "in this critical area (Near East) we can ill
afford to stand by in the face of any major security threat".
This remark was amplified by the statement of the Department of
Defence which declared "the security of the Middle East is
vital to the security of the United States. The Defence
Department therefore strongly endorses and supports the
legislation", I will comment further on these statements at a
later date.

L. During the public sessions the Republican members of the
House Foreign Affairs Committee have been prominent in urging
the State Department to find an outlet in the relief of Arab
refugees for the United States food surpluses which are at
present embarrassing the Administration.

5 The State Department are confident that the present
proposed legislation will successfully pass both the Senate and
House of Representatives. It has yet however to be discussed
in the Appropriations Committee where it is expected the
proposed contribution by foreign nations including the United
Kingdom will come under survey.

6. I am sending a copy of this despatch to the Head of the
British Middle East Office.

I have the honour to be, with the
highest respect,
812,
Your most obedient, humble servant,

The Right Honourable (SIGNED) OLTVER FRANKS

Ernest Bevin, M.P,,
etc., et‘C., etC.,
Foreign Office,
London, S.W.1,.
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Dear Stafford,

You will remember that at the Meeting of the
Economic Policy Committee on the 7th March, it was agreed
that the Einister of State for Economic Affsirs should
review the amount of our contribution to the United
Nations Relief and Works Agency for Palestine Refugees.

Since then, we have received a despatch from His
lajeety's Ambassador in Washington, of which I enclose a
cOopY. This shows the importance which both the State
Department and the United States Chiefs of Starf attach
to the matter, as we do ourselves, It alsc showe that
the critical stage for the American contribution of 27
million dollars, namely discuseion in the Appropriations
Committee, will soon be reached, and that our own
contribution will come under survey at that time,

fleanwhile the French Government have also approached
us about the extent of their own and our contribution.

As I have explained, I feel T have no alternative
but to ask again that our contribution for the eighteen
months' period should dbe the sterling equivalent of 9
million dollars, inclusive of our £1 million loan to
Jordan, There is no reason why a portion of this should
not be made available in 1951 and included in our next
year's Ustimates.

/1 must
The Right Honourable

gir Stafford Cripps, K.C,, E,P,,
Chancellor of the Kxchegusr.
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1822/13)

CONFIDENTIAL British Embassy,
No, 1 Washington, D.C.
1165/93/50 2lith February 1950

Sir,

I have the honour to submit a short report on the progress
through Congress of the legislation covering American
participation in the new United Nations Agency for Palestine
Refugee Relief and Relief Works. The proposed extent of the
United States financial contribution, as you are aware, is
£27,1450,000.

b4 The legislation has now received the unasnimous approval of
the Senate Foreign Relations Committee af'ter hearings in closed
session on January 31st. Mr. Gordon Clapp, the Chairman of
the United Nations Economic Survey liission and lr. George
McGhee, the Assistant Secretary for Near Eastern Affairs at the
State Department, were the principal witnesses and were
supported by a Statement submitted by Admiral Strubel on behalf
of Admiral Forrest Sherman, Chief of Naval Operations. In his
report to the Senate, the Chairman of the Foreign Relations
Committee, Senator Connally, urged support for the legislation
on humenitarian and security grounds stating '"no one can doubt
that peace and security in the Near Kast have a direct and
important beasring on the security and prosperity of the Western
World".

3. Hearings before the House of Representatives Foreign
Affairs Committee which were in open and closed session,
concluded on February 17th. The seme witnesses testified and
certain of their statements seem worthy of special note. Mr,
McGhee said "in this critical area (Near East) we can ill
afford to stand by in the face of any major security threat".
This remark was amplified by the statement of the Department of
Defence which declared "the security of the Middle East is
vital to the security of the United States. The Defence
Department therefore strongly endorses and supports the
legislation”. I will comment further on these statements at a
later date.

Lo During the public sessions the Republican members of the
House Foreign Affairs Committee have been prominent in urging
the State Department to find an outlet in the relief of Arab
refugees for the United States food surpluses which are at
present embarrassing the Administration.

D The State Department are confident that the present
proposed legislation will successfully pasc both the Senate and
House of Representatives, It has yet however to be discussed
in the Appropriations Committee where it is expected the
proposed contribution by foreign nations including the United
Kingdom will come under survey.

6. I am sending a copy of this despatch to the Head of the
British Middle East Office.
I have the honour to be, with the
highest respect,
Sir,
Your most obedient, humble servant,

The Right Honourable (SIGNED) OLIVER FRAVKS
Ernest Bevin, M.P.,
etec., e8c., ete.,
Foreign Office,
London, S.W.1,.




FOREIGN QFFICH, S. .9,
f e O «( WAL "51, ‘ )

s 15t April, 1950

(UP 158/1) |
CONFIDENTT AL 3'2

|.F.C.¢

T R

T iy

We have been somewhat disturbed by indications,
in letters between Morton and the Middle East
Secretariat in the Foreign 0ffice (ending with
liorton's letter of the 7th February to Evans), of
waste and inefficiency on a very considerable scale
among members of the United Nations Secretariat in
the Middle East generally, and in the Economic
Survey Mission in particular,

In his letter to Morton No, EE 1829/2 of the 2nd
February Evans suggested that the matter might best
be raised with the Secretary-General by Clapp
himself, and that meanwhile Matthews might be asked
to obtain unofficially full details of the facts
regarding numbers, functions, salaries, reasons for
appointment, etc. When these were known we could
decide whether further action could be taken,
perhaps in the Fifth Committee at the next Assembly.

We now seem to have missed the opportunity of
Clapp's presence at Lake Success; we see, however,
no reason why we should not get hold of the facts
and see whether any action on our part can usefully
be taken.

I should be glad to know your views on this,.

/To

A, H. Clough, Esq., O.B.E.,
Treasury.




To attempt to introduce some degree of efficiency
into the United Nations Secretariat (particularly
under the present Secretary-General) is certainly
uphill work; nevertheless we feel that taking up
individual cases of proven extravagance does do
some good.

d;Zw-4 Sow’ :
Coel Vs T

(C. C. Parrott)
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Lth April, 1950

Dear Private Hecretary,

I write to acknowledge the
letter of the 29th March addressed
to the Chancellor of the Exchequepr
by your Minister.

Youre sincerely,

~ A4S Skae

The Private Secretary to
The Rt., Hon. Ernest Bevin, l.FP.




IP.21/13/06D

4Lth April, 1950,
Dear Furlonge,

Following the discussion by the Economic Policy Committee at
their meeting of the 7th March (E.P.C, (50) 7th Meeting) of the
question of the United Kingdom contribution for the relief of Arab
refugees, we had a talk the other day to see whether we could resolve
the differences between our two Departments on this subject. We have
now given further consideration to this question in the light of the
suggestions made during our talk and we have discussed the whole matter
with the Minister of State for Economic Affairs. As a result I am
now instructed to put to you the following suggestions. -

The Minister of State feels some doubt whether the settlement
reached with the Israel Govermment affords a basis of comparison with
our attitude on the question of our comtribution for the aid of Arad
refugees, In the Israel negotiations our aim has been to obtain a
fair and reasonmable payment from the Israel Govermment in respect of
the substantial assets they have taken over in Palestine and the
liabilities incurred by H,M.G. in connection with the Mandate. The
Israelis have countered our claim by raising strong objections of
principle to accepting certain charges, and in addition they have
stressed the very weak fimancial and economic position of their Govera
ment. We are satisfied that the settlement now reached represents
the limit of the Israel Govermment's capacity to pay.

In deciding what should be the amount of our contribution to
the new Agency for the relief of Arab refugees, we have to take accountt
of our owned strained economic position and the many other demands on
our resources. Although we have never accepted that the welfare of
the Arab refugees is primarily the responsibility of His Majesty's
Govermnment, nevertheless the U.K. contributed in 1949 over £1 million
(then $4 million) to the relief of these refugees. The total

/contribution
G.W. Furlonge, Esq., 0.B.E.,
Foreign Office,
S.W.1.
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contribution of some 30 members of the United Nations, excluding the
United States, amountedto only $12 m, When the question of a
further contribution was raised in August last yeer, the Chancellor,
while expressing the view that we had already done more than our
share, said he would be willing to approve a further £} - £} m. con~
tridbution for these refugecs though he thought that the latter figure
should be the upper limit, Since then, in deference to the views of
the Foreign Secretary, the Chancellor has increased his earlier offer
first to £1 m. and now to £1} m, ¥e are, in addition, providing a
loan of £1 m, to Jordan which will be spent on development work
providing employment for Arab refugees, Thies brings the total con-
tribution of H,¥.G, for the benefit of Aradb refugees up to §7 m., or
about one-guarter of the contribution which the State Department
proposes to ask from Congress as the United States' share in the
Clapp plan. ¥e have thus already gone a very long way in the attempt
to reach a compromise between our respective points of view, You have
sug-ested that if, through disappointment at the size of the U.X,
contribution to the new Agenoy, the Senate refuses to approve the
$27 m., suggested as the U,S, share, the Clapp plan may fail and as a
result H,¥.5, may be subject to criticism by the United Nations as
being responsible for the condition of the Arsb refugees., The United
Nation resolution approving the implementation of the Clapp plan
however, calls on all member nations to contribute to the scheme and
it would ill-bec'me member States, while failing themselves to take
. a reasonable share in the cost of the scheme, to blame E . M.G, for the
condition of the refugees, In any case, however, we have to choose
between the risk of ill-informed criticism by the United Nations and
the even greater ill effects that would follow our being forced,
through attempting too much, into a further devaluation of the pound,
We feel that the contribution of §7 m. which the Chancellor has
already offered for the new Agency is as much as in our present

. /econonis .
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economic position we can afford. The Minister of State hopes,
therefore, that you will put this view to the Americans and
persuade them that it is not reasonable to press us for any
larger amount,

Ve have given further consideration to the question of the
conditions to be attached to our contribution. You have suggested
that insistence on the "matching” condition may lead the United
States to attach a similar condition to their contribution, and
that this might result in their providing very much less than the
$27 m, at present contemplated. VWhile we are not altogether con-
vinced on this point, in deference to your views we will agree to
drop the "matching" ccondition provided that the Americans for
their part agree to make their contribution similarly free from
"strings".

We discussed also our suggestion that, except for the first
£% m. (which might be spent on relief), the U.K. contribution
should be conditional upon our being satisfied that the money is
being spent on schemes providing opportunities for permanent
settlement of the refugees, You thought that this condition
would be difficult to operate in practice especially as payments
for development work will be made out of the Agency's general
fund to which many other Covermnments will be subscribing. You
suggested, therefore, that we should embody a condition on the
lines we had indicated in the dirsctive given to the U.K.
representative on the new Agency, and that in addition it should
be provided that payments of our contribution should be by instal-
ments on the basis of j-monthly reports. These reports would gike
us the opportunity of criticising or evey withholding further
instalments if we felt that the money was being spent in the wrong
way. We have considered this suggestion and agree to its
adoption.

The Miniaster of State hopes that in the light of these
further concessions you will feel able to reach agreement on the
basis suggested above,

Yours sincerely,

A. H. CLOUGH




PALESTINE ARAB REFUGEFRS

These Refugees lost their homes as a result of the recent hostilities
between t he Jews and the Arabs in Palestine, Barly in 1949, the United
Nations set up the United Nations Relief for Palestine Arab Reflugees Fund
(U.N.R.P.A.R, Fund). Of a total of $32 m, contributed to this Fund, the
U.S. provided $16 m., the U.K. £1,100,000 (then worth §4.4 m.) and 31 other
Governments the remaining $12 m. When further subscriptions were asked
for, the Chancellor took the line (C.M,(49) 54th Conclusion dated 29.8.49)
that any further contribution from the U,K, should not be more than £ m, or
at most £ m.

In October last year a Mission sponsored by the United Nations and
consisting of representatives of the U.S.A. (Mr. Clapp, Head of the Mission),
U.K. (Sir Desmond Morton), France and Turkey was sent to the Near East to
investigate inter alia the prospects of getting these Refugees resettled.
The Mission recommended that the U,N,R.P.A.R. Fund should be replaced by an
entirely new body known as the Near East Relief & Works Association which
should continue reli=f up to December 1950 only, but as soon as possible
arrange development works which would make the Refugees self-supporting. The
Mission sketched out a programme of relief and works projects costing $54 m,
over a period of 18 months, about $6 m. of this amount to be contributed by
the local governments concerned. Although the principle of these recommen-
dations was sound, we were very dubious about the nature of most of the
relief projects suggested. These, so far as could be seen, would provide
the Refugees with work only so long as further money was continued to be
poured into the scheme, The U.S. State Department, moreover, while

proposing to ask Congress for a contribution of $27 m. to the scheme,

suggested that the U.X, should contribute $12 m. (about £4 m.), though they

agreed that our loan of £1 m, to Jordan should count against this amount,
The Foreign Office accepted that $12 m, was too much to ask the U,K, to
provide, but have been pressing for $9 m, The Chancellor felt that this
was still much too much, but agreed (5th December) to increase his original

offer of¢£% m, to £14 m,, as well as the £1 m, loan to Jordan. This would

/bring




bring the total U.K. contribution up to §5.8 m. More recently (10th
February) the Chancellor hzs agreed, sfter some pressure from the Foreign
Secretary, to increase the U,K, contribution to a total of $7 m. (including
the loan to Jordan).

We have stipulated that the U.K, contribution shall be subject to two
conditions, viz.

(1) Matching condition. The U,X. contribution shall be in the

proportion of £1 for every £4 subscribed by other nations (excluding the
U8, ).

(ii) Resettlement condition. Except for the first £f m. (which may

be spent on relief), the U.K. contribution shall be conditional upon our
being satisfied that the money is being spent on schemes providing
opportunities for permanent settlement of the Refugees, This condition was
imposed because we felt that under the Clapp plan there was a risk that much
of the money would be spent in providing paid labour for the Refugees in
areas where they are at present residing, and which offer 1little prospect of

providing a permanent living. Our aim was to bring pressure on the Agency

to get the Refugees to move to other areas where they could become self-

supporting.




SIR JAMES CROMBIE

Aid for Arab Refugees
Foreign Secretary's letter of 29th March

I do not know whether the Minister of State wishes any further
comments at this stage,

As you know, we discussed with him the other day the action to be
taken following the reference to this question by the Economic Policy
Committee at their meeting of the 7th March, He instructed us to
write to the Foreign Office pointing out that in offering to increase
our contribution to the new Arab Refugee Agency to §7 m., the Chancellor
had gone a long way in an attempt to reach a compromise between our two
Department's respective points of view, and that he felt we should not
go beyond this figure, We would offer them, however, certain
concessions on the "strings" to be attached to our contribution. We
have written on these lines to the Foreign Office and await their
answer,

It is suggested that no further action should be taken until we

hear further from them,

A.H, CLOUGH

6th ~pril, 1950,

t the Chancellor's impression of the
despatch from Sir Oliver Franks coincides with my own, viz.
that the U.S.A. are likely to support the Palestine relief
proposal whatever amount the U.K. puts up.,

I assume that the Minister of State will wish to await
the outcome of lMr. Clough's letter to the Foreign Office of
Lth April, which was written on his instructions, before
considering whether any further action on the Foreign

Secretary's letter is reqguired,

17th April, 1950.
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Thank you for your letter IF 21/13/06D of
the 4th April, regarding the United Kingdom
contribution to the Arab Refugee Fund.

24 I am glad that you are able to agree to our
suggestions regarding the conditions which originally
attached to our contribution. As regards the amount
of our contribution the position is that your letter
crossed one from the Secretary of State to the
Chancellor pressing for a contribution of the
equivalent of #9 million (inclusive of our loan to
Jordan) for the 18 months period. In view of the
Secretary of State's letter, of which I enclose a
copy, you will appreciate that we are not in a
position to agree that the amount of our contribution
should be that suggested in your letter.

3 I should also like to add that although (as
I suggested when we had our talk) the failure of the
Clapp plan as a result of our contribution not being
sufficient to produce the £27 million from the
U.S. Government will expose us to criticism in the
United Nations, the main danger is the threat to
stability in the Middle East itself. If we do not
do everything possible to solve, or at least to begin
solving, the problem now, I fear that it will cost
us considerably more in the long run.

D
A.H. Clough, Esqg., i é;//ﬁfigc:;zfiyﬂz__.

Treasury Chambers,
Great George Street,
3.9.1.
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13th April, 1950.
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I am sending you herewith a copy of
the draft Directive which we have prepared for
Sir Henry Knight, our representative on the
Advisory Commission of the new Arab Refugee
Agency. I should be glad if you would let me
have any comments you may care to make.

25 You will see from paragraph 8 of the
draft that our representative is required to
"ensure that where possible the relief works should
be in connection with projects providing
opportunities for permanent resettlement, and that
such projects should themselves be the soundest
possible from an economic point of view".

Paragraphs 9 and 10 provide for quarterly estimates
of expenditure and progress reports.

Je I hope that the inclusion of theése

points in the draft will meet with your requirements’
as expressed in the penultimate paragraph of your
letter IF 21/13/08D of the Lth April to Furlonge.

i, As Sir Henry Knight is leaving for the
Middle East on Sunday, the 16th April, perhaps you
would be so good as to let me know by telephone

f‘iﬁJ‘ whether you have any comments.

L
L e

E. Evans),

/

z 4

.

A.,H, Clough, Esq., 0.B.E,,
The Treasury,
Gt. George Street,
London, S.W.1l.




3 RELIEF AND WORKS AGENCY FOR
s

INE REFUGEES IR THE MIDDLE EAST,

The following iz intended as general guidance

for the United Kingdom representative on the

Ageney's Advisory Cowmission. gqrther guidence

on day-toe-day problems will be svailasble to him fron
Y. Misslons and specific problems cen be referred
and vhen they occur, to the Department,
Genersl,
The Genaral Asserbly of the United Netione
in its Resolution of the 8th Decermber 1949
recognised that without prejudice to the question
of the repatrisntion of refugees there was need for
further sssistsnce for relief and that constructive
measures should be tesken st an eerly dete with o
view to the terminetion of interastional assistance
for relief. The Asserbly sstablished the Agency
to:

(1) carry out in collaboration with the local
Governments the direct relief 2nd works
progronmes a8 recomnended by the Economic
Survey Mission;
conault with interested MNear Zsst Governments
coneerning measures to be taken by them
preparatory to the time when international
assistance for relief snd works projects is
no lionger aveiladle, The programme of
relief works was recormended by the Economic
Survey Hission in order to give the refugees
the epportunity te work (which 1s necessary
for their self-respect snd morale) snd the reby
to increase the productive capacity of the
countries in which the refugees found
themselves,

IFeans
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). 1 A8 recommended by the Zconowmic Survey
¥ission the sctual executicn of the programmes
should devolve upon the national Governments to
the fullest degree possible, with sgreement for
gudit inspection and generel supervision by the
intseanstionsl fgency. Peor this resson, snd
also in the interests of economy, every effort
should be made to keep the staff of the Agency
down to & minimum,

L, Approsch to kiddle Fest Joveroments,

In public statements the Agency should
emphesise that it i& not councerned with the

political aspects of the relugee problem, or of

e Palestine setilement a8 8 whole, its

functions are those specified in the Cenersl
Assembly's Resolution (paragraph 2 sbove).

5. In private telks with the Zrsb Covernments
the Agency can point out that slthough the
Agency is not concerned with the politiesl
settlement, any politicsl setilement or the
absence therecof vitslly sffecte ite work. They
have no intention of intervening in any way in
the matter of the politicel settlement between
the Arsd States 2néd Isreel, dbut they cennot but
express their privete view that it is totally
unrealistic to imogine thet any settlement can
poseibly be rceched which will preovide for the
return to thelr homes of sny appreciable nuuber
of refugees, Even if Israel were to agree,
which is not the csse, there is no longer in
Isrsel the neccessary living space for them,
Aradb statesmen must therefore think in terms of
resettlement.

6. Resetilement 18 only possible within the
fremework of large-sesle development of the

/economnicC...e
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economic resources of the HMiddle ©est. This
development must be undertaken by the Arsd
Governments themaolves. The /gency possesses,
however, funds for ralief projects and technical
knowledge which thay are ready and anxious to
place at the dlapocsal of any Arsb Government
prepsred to undertake development. It is
incumbent on all Arad Covernments (. to conasidepr
wvhether 1t is not in the best interests of their
people to take aﬁv;ntage cé these facilities and
not i; ellow themseclves t0 be diverted from doing
80 by any short-sighted ides thet their nstional
sovercignty will thereby be infringed.

Te The Agency cannot commit the United Fations

or asny member Covermments to provide any funds

ager aeled
t;ﬁgédsvaf\after the termination of the 18

months peribd, and theiPApvlvate opinion is that
it is most unlikely that any such funds will be
forthcoming. It is therefore essentisl that

R : Loe / Arab stateamen should plan on thoe sssumption that

art Rewwear pupaud Fo | at the end of this period the refugees will be
.M possd’& “”'s|-wa ‘ 5
,L!l. Gasl” oohs um"ex eeomony ENtirely in thelr chsrge. H. M -1 opv-o\—p—‘x—"J

l.ﬂo s it 0 also fomd
Jvz:\_ Q““da \—w;'q L Lpy e O Nesotintions with 11441

%;JL’°~““A °~J< The Ageney is thus required to consult with

\'(‘AM L0

Middle Fest Covernments regerding:

(a) the relief prograume;

(b) the relief works prograrme;

(c) &= develoovment and, in prRticular, the
rilot demonstiration projecte recormended
by the Tconomie “urvey Mission in their
final report.

The formula for (a) snd (b) is, in the words of
the HYconomic Survey Nission, "more work and less
relief". Every effort should also be mede to

/ensure....
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ensure that, where possible, relief works should
be in connection with projects providing
opportunities for permanent resettlement, end
that such projects should them=elves be the
soundeet possible from an eccnomic neint of view.
In the initial stages a2t lesst resettlesment
projects will probably be possible enly in
Jordan and Areb Pglestine, but opportunities

of projects in eccnomically more favoursble
areas, such as the fertile EBrescent ares (the
S8yrisn Gezireh snd Northern Iraq,) aséd—ibye,
should constantly be borne in mind, As regards

(e¢), some diffsrence of approach will be

negessar, in the cese of Covernments, i,e., the

Jorden Governrent, vho sre prepared openly to
accept reassttloment, and (Governuents, ime,,

the Syrisn Government, whdAis::Lgkgzé yubézg
to admit the principle of resettlement. in
approaching the latter it may be found
advisable for the Agency toc offer help and
essistance in connection with development
unconditionally, 1 e., with no "strings™
att.chea.regarding resettlemhnt. There 1is
little decubt that the expanding econcmy which
will result from development will furnish
cpportunities for the refugees tc be sbsorbed
without the need for the Agevey's intervention.
It 18 recognised that in view of their own
over-populetion prcblems, certsin eounﬁfiea,
i.0., Egypt and Lebanon,will he unsble to
edmit refugees for resettlement, except possibly
in very small numbers. Political conditions
in Iraq and the general conditions obtaining in
Seudi Arsbia are similarly likely to preclude

/roaettlcmeht.
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resettlement. Nevertheless, it is advisable

L

thet the Agency should esteblish eontact with

7 * end-2eudt—Arabin
élﬂvyv{;;//ﬁ, e |  the Iragl n Governmenty at the
¢4””:j Ay e earliest possible opportnnity. No relief works
~° e oA e

/yv,ﬁ~ were recormended by the aconowic Survey Mission

for Isreal, bo¥ Some 31000 Arsb snd 17,000 Jewis
Lok o Ceomonme Sunvey |\ refugees in Isrsel are in rsceipt of relief from

ern s d  toal” .
Morion~ Mo UsNeRo PR The Agency will recuire to consult

\'ea.)l ;Le.do\ \ <°“\—x-u
r\s.um < /\QM. .

It is considered, however, that the Director of

/N—lo\
the Agency and the Advisory Cormission shewld not

vigit Israel, sd—desst until arrangements have
been concluded with the Arab Covernments where
the bulk of the refugees find themselves, though
it might be neccasary for representatives of the
Agency to establish contaect with the Israel
authorities,
9. It will be one of the Tirst tesks of the
Agency to continue the efforts of U.H.R.F.R. to
reduce the number of rations issued to refugees
by progressive stages in the light of the
findings end recommendstions of the Economic
Survey Hiseion,
10. Budgetery Cont

The Ageney's provisional financial
regulstions provide that:

(e) a plan of expenditure showing by Calendar
months enticipated receipts and expenditure
of the fund shall be prepared by the
Director; ; '

(b) confirmetion of this plan of expenditure
by the Ageney's Advisory Commission shall
constitute an suthorisation to the

/Director....
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Director to incur obligations and make
disbursements for the purposes provided
in the plan of expenditure to the
extent that contributions are sctuslly
received or other funds sre asctuslly
aveilable; . Sl

The Director shall transmit to the

Seeretary-General for hif informotion

the initiael plan of expenditure ss well

a8 a finencisl statement at the
completion of each quarter ond an
estimute of anticipated expenditure
for the ensulng quartcr.
11, The U.K, reprecsentative on the
Advisory Comuission should forward to the
Depertment the initial plen for expenditure,
and subsequently, as they c¢re prepered, the
quarterly plans for expenditure., H.V.C.'s
approval of the estimastes should rormally be
obtained by the U.XK, representative before
he agrees to their confirmation by the
Advisory Commission, The U.X. represcniative
should aslseo make available to the Department
financiel statements and progrese reporis
et the end of each guarter.

12. Technicel Aseistence. I, se soens

probaeble, the Americen repregentative on the
Advisory Comission is given 4th Point
functions to act 88 co-ordinator of American
technical assistance "for st leest the Arad
countries in t?q area", the U,K, representetive
nhoulSZcSI;:;;;::; a8 closely as pessible

with him in order to ensure the maximum
co~ordination of British and Americen efforts

/tﬂ....
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to provide technical assistance. For this

also
purpose the U.K, representative shouldiﬁaintain

contact with the British Middle Zast Office and
with H.i., Hiesions who should similarly keep
him informed of all developments in the field of
assistence, As the Director of the
required to eppoint & representative
ImF e - Seout aniak”
to attend meetings of the/Technical Assistance
Beard en opportunity, of which full advantage
should be taken, will exist for the coordination
of British and Americen contributions to
technical sssistance and those of the United
Nations &nd of the Specislised RAgencies. The
Agency might thus become tgs focal point of
coordination of all technicel sesistance in the

area on the operational level.
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The

FOREIGN OFFICE, S.W.l.

29th March, 1950.

Dear Stafford,

You will remember that at the Meeting of the
Economic Policy Committee on the 7th March, it was agreed
that the Minister of State for Economic Affairs should
review the amount of our contribution to the United
Nations Relief and Works Agency for Palestine Refugees.

Since then, we have received a despatch from His
Majesty's Ambassador in Washington, of which I enclose a
copy. This shows the importance which both the State
Department and the United States Chiefs of Staff attach
to the matter, as we do ourselves. It also shows that
the critical stage for the American contribution of 27
million dollars, namely discussion in the Appropriations
Committee, will soon be reached, and that our own
contribution will come under survey at that time.

Meanwhile the French Government have also approached
us about the extent of their own and our contribution.

As I have explained, I feel I have no alternative
but to ask again that our contribution for the eighteen
months' period should be the sterling equivalent of 9
million dollars, inclusive of our £1 million loan to
Jordan. There is no reason why a portion of this should
not be made available in 1951 and included in our next
year's Estimates.

I must press you for this, especially as the effect
in the United States of America. will be out of all
proportion to the sums involved.

I am sending a copy of this letter to Gaitskell.

Yours sincerely,

(sgd.) Ernest Bevin.

Right Honourable
Sir Stafford Cripps, K.C., M.P.,
Chancellor of the Exchequer.
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NO MONEY FOR RELIEF
WORKS PROJECTS

GENEVA, APRIL 19.
Major General Howard Xennedy,
'director of the newly formed United
Nations Relief and Works Agency for
Palestine Refugees, said here to-day
that the inauguration of projects to aid
the Arabs will be delayed for some
months owing to the slowness of United
Nation member Governments in con-
tributing to the organisation. “We are
| living on loans from the United Natlonsl

fund and from the International Refugee|
Organisation,” he said.—British United|

Press.
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' IF,21/13/06

20th April, 1950,

CONFIDENTIAL

Dear Parrott,

Thank you for your letter of the 1st April about the suggestivau
in Morton's letter of the 7th February and earlier correspondence of
waste and ineffiociency among members of the U,N, Secretariat. We are
fully in sympathy with your view that any such extravagance should be
eliminated if possible. At the same time I think I am right in
saying that the Secretary General of the United Nations has a good
deal of independent authority and before we proceed to attack the
staffing arrangements for which he is responsible, I think we shall
bave to be pretty sure of our ground. It would, to my mind, be very
difficult to do much merely on the basis of the general charges made
in Morton's letters. Also I doubt whether Matthews, who has already
discussed the whole gquestion with Morton, could himself, at his
distance from the #sr Hast, be personally very effective in pointing
cut individual examples of waste and ineffioliency.

The question thus resolves itself into whether it is posaible
to obtain any positive evidence of gross extravagance. It seems to
me that Clapp might be an ideal witness to this if he is as convinced
of the position as Morton, and from this point of view it is 8 pity
that the opportunity to ask him to say something at New York has been
missed. You will know better than I whether there is any further
chance of his visiting Lake Success, Falling that I do not know
whether you would feel that 5,¥ . E,.0, might be able to produce some
positive evidence which would support Horton's chargee, But unless
something really tangible could be obtained from that sourse, I suggest
that the best course would be to mention the matter in confidence to
our representative on the new Mission to the Middle East and ask him
to make a specific report on any instances in which members of the

/Und ted
C.C. Pamtt. i8Qe




United NHations Secretariat in the Hiddle East seem grossly wasteful
or inefficient.

Yours sincerely,




(1346) Y12578/920

Gp736/210
(REGIMITE)
CODE 5-35-0

Reference. IFs_21/13/06E,

¥r, Furlonge's letter: 11th April

I spoke to Mr, Furlonge on the 20th April and told him that our
Minister of State was still expecting a reply to his compromise offer as
set out in my letter of the 4th April, It did not seem to us that the
fact that that letter had crossed with one from the Foreign Secretary
could properly be represented to the Minister of State as a fair rejection
of his compromise offer, On the other hand it was quite clear from the
Chancellor's endorsements of the Secretary of State's letter that even if
the Minister of State replied to it, it would have to be to the effect
that we were not prepared to go any further, I suggested that it was un-
desirable to put Ministers to all the trouble of going through the
formality of a further letter to the Secretary of State or, alternatively,
a letter from the Secretary of State to the Minister, but that the best
course would be to try some fresh move to resolve the situation,

My, Furlonge agreed and said that he would seek further guidance in the
Foreign Office as to what this next step should be.
Confirmed from Minister of State's private office that he does

not propose to write back until he hears further from the Foreign

Secretary.
/lpr/ |
S

24th April, 1950,




THIS DOCUMENT IS THE PROPERTY OF HIS BRITANNIC MAJESTY'S GOYERNMENT

Printed for the Cabinet.

SECRET

C.P. (50) 55
30th March, 1950

ECONOMIC ANT

MEMORANDUY.

I circulate her¢
economic and social

As shown in
circulated on 25th
which in peace and
is the danger of di
countries and the
We have therefore
bring about improv
was formed for this
in 1945. The expt
in preparing the w:

Foreign Office,

28th 1

38501

—

MLNLST'E‘Q

March 1950

T SM

lop copy has gone to

,,,,,,,,,,,,

oF sSTRTE

S Fdmu- Uavdes

mv [dfhmm an

S
s

56506800600

.
> e —

!

‘A

4

Copy Ncl j.

'DLE EAST

\FFAIRS

yort on recent

183) which I
Middle East,
ted Kingdom,
Middle East
i penetration.
vernments to
nent Division
ch was set up
aportant part
rea.

E. B.



THIS DOCUMENT IS 'S GOYERNMENT

:
SECRET Copy Nd 1

C.P. (50) 55
30th March, 1950

CABINET

ECONOMIC AND SOCIAL DEVELOPMENT IN THE MIDDLE EAST

MEMORANDUM BY THE SECRETARY OF STATE FOR FOREIGN AFFAIRS

I circulate herewith for the information of my colleagues a report on recent
economic and social development in the Middle East.

As shown in the paper on Middle East policy (C.P. (49) 183) which I
circulated on 25th August, 1949, one of the main threats to the Middle East,
which in peace and war is an area of cardinal importance to the United Kingdom,
is the danger of disintegration due to the backwardness of many Middle East
countries and the opportunities thereby provided for Communist penetration.
We have therefore sought to encourage and assist Middle East Governments to
bring about improved social and economic conditions. A Development Division
was formed for this purpose in the British Middle East Office, which was set up
in 1945. The experts attached to the Division have played an important part
in preparing the way for economic and social development in the area.

E. B.

Foreign Office, S.W. 1,
28th March, 1950.
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ECONOMIC AND SOCIAL DEVELOPMENT IN THE MIDDLE EAST
1949

SUMMARY

From the end of the war until the beginning of 1949, progress was slow,
mainly for political reasons, but partly also owing to the need for basic survey
work. During 1949 conditions became much more propitious and a real advance
became possible.

2. The Middle East (Official) Committee was reconstituted in March, and
the possibilities of economic and social development throughout the area were
carefully examined. The Committee’s interim report, recommending a basis for
action, was approved by the Economic Policy Committee of the Cabinet, and was
subsequently discussed in Washington with the State Department and the
International Bank, who expressed their general agreement.

3. In the autumn, the United Nations Economic Survey Mission for the
Middle East visited the area and, as a result of its interim report, the General
Assembly approved the inauguration of a programme of works relief projects and
set up a new Agency (the Near East Relief and Works Agency) to carry out this
programme as well as to administer direct relief to Palestine Refugees for a
limited period. The Survey Mission’s final report recommended that, in addition
to the works relief projects, an immediate start should be made with 4 *‘ pilot
demonstration projects ’ in Syria, Lebanon, Jordan and Arab Palestine.

4. Meanwhile, considerable progress took place in individual countries. In
Persia, the American consortium Overseas Consultants Incorporated completed
their final report on the Seven-Year Development Plan, and a special Planning
Organisation was set up to carry it out. In Iraq the British Irrigation Develop-
ment Commission completed its survey of the country’s long-term needs and two
major flood-control projects were put in hand. Our loan of £1 million to Jordan
for development projects (work on which has now started) gave the impetus
necessary for the establishment of the Economic Survey Mission, the effect of
whose work is not confined to Jordan but extends to Syria and Lebanon and even
to the Middle East as a whole. As regards the Nile Water Projects, preliminary
work on the Owen Falls scheme has begun. In Egypt itself work has continued
on the Aswan Dam Electrification Project. Considerable capital development,
unfortunately not in every case wise, has taken place in Saudi Arabia.

5. In general, during 1949, the first stage of development—that of prepara-
tory surveys—was largely completed and the second and third stages—those of
detailed surveys and of the actual execution of projects—were reached. To meet
the needs of these stages, provision was made during the year for investment from
external sources in Middle East development on a substantial scale. We arranged
a railway loan of £3 millions to Iraq and the International Bank have agreed to
openr negotiations with Iraq for a loan of $8-4 millions for flood control and
irrigation projects. We invested £1 million in development works in the Jordan.
The Seven-Year Plan in Persia is at present being financed out of British oil
royalties, and expenditure for 1949 is likely to have amounted to some £17 millions.
The Near East Relief and Works Agency will, under its budget, spend $34-7
millions (£12-3 millions—including our loan to Jordan) on relief works. Finally,
it has been estimated that under the American and United Nations technical
assistance programmes, which were initiated during the year, between $6 and $10
millions may become available for technical assistance to the Middle East in
1950-51.

6. These developments are reflected in the volume of British exports to the
Middle East which increased from £20-5 millions in 1938 to £74-5 millions in
1946, to £113 millions in 1948 and £126-5 millions in 1949. It is estimated that
allowing for the post-war rise in prices this represents a threefold increase.

7. The outstanding development during the year has been the commitment
of the United States to play a direct and an important part in the development
of the area, through their participation in the solution of the Arab refugee
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problem, and through the *“Fourth Point’ programme. The Specialised
Agencies of the United Nations and the International Bank have also played an
increasing part in the development of the area.

8. Our own contribution in initiative and impulsion and also in technical
assistance (in particular through the British Middle East office) has been great.
Even in the field of finance it has been considerable, in spite of our economic
difficulties, and it is hoped that our further participation in economic and social
development, ¢.g., in the programme of relief and works to be executed by the new
Agency, will be the maximum which our resources will allow. Only in this way
will our part in the economic development of the Middle East be commensurate
with our position in the area and not fall unduly short of American efforts.

T. E. EVANS.

I—GENERAL

From the end of the war until the beginning of 1949, progress in the field of
economic and social development in the Middle East was slow. This was due,
first, to the unsettled political situation in the area, culminating in the Palestine
war, and, secondly, to the necessity for carrying out the necessary preliminary
survey work to serve as a basis for the subsequent preparation of detailed plans.
Between 1946 and 1948 surveys were undertaken, for example, by the Development
Division of the British Middle East Office in most Middle East countries; by the
British Irrigation Commission in Iraq; by Sir Alexander Gibb and Partners in
Syria and the Lebanon; and by an American consortium—Overseas Consultants
Incorporated—in Persia.

2. During the first months of 1949 the atmosphere began to change. With
the end of the Palestine war and the growing menace of social unrest within and
of Communist pressure from without, individual Middle East Governments were
beginning to devote greater attention to the problems of economic and social
development and to accept more readily outside assistance. At the same time the
United States Government and the United Nations and its Agencies showed
themselves increasingly prepared to assist in the development of the area. A
great impetus to press ahead with development was given by the plight of the
7-800,000 Palestinian refugees, of whom a very large proportion will have to be
resettled outside Israel. Finally, with the completion of the initial surveys
referred to above, the second stage of development—that of detailed surveys of
particular projects—and the third—that of the actual execution of projects—
was reached in some countries. In these circumstances it was possible for sub-
stantial progress to be made during 1949, and despite our own economic difficulties
we were able to play a considerable part in promoting this progress.

3. In order to enable us to meet the demands of this new situation, the
Middle East (Official) Committee, which had been set up in December 1945 but
had remained largely inactive, was reconstituted in March 1949, under the chair-
manship of Mr. M. R. Wright, Foreign Office, as one of four regional com-
mittees reporting to the Official Committee on Economic Development (Overseas).
During the ensuing months a detailed examination of development plans and
possibilities in each Middle East country was put in hand, and on 8th November
the Economic Policy Committee of the Cabinet approved the Committee’s interim
report, which recommended that His Majesty’s Government should encourage and
assist a number of particular projects in the area. In the same month, Mr. Wright
and Mr. T. E. Evans (Head of the Middle East Secretariat, Foreign Office), visited
Washington for informal discussions with the State Department and the Inter-
national Bank. Both the Department and the Bank expressed their desire to make
a positive contribution to the economic deve_lopment of the Middle East and their
general agreement with the programme outlined in the interim report. The State
Department pointed out, however, that at the present stage of United States policy
the United States Government’s ability to give direct economic assistance to the
Middle East was confined to the “ Fourth Point’’ programme, which provided
for technical assistance only and would not involve the supply of capital from
Government sources for the financing of development, and to the implementation

38501 B 2




4

of the recommendations of the United Nations Economic Survey Mission for Ow

Er{)jegts which would provide work relief for the Arab refugees (see paragraph 4
elow).

4. Meanwhile, the State Department and we had since the spring been
examining in close consultation the urgent and difficult problem of the future of
the Arab refugees. In August, at our joint instigation, a United Nations
Economic Survey Mission was appointed “ to examine the economic situation in
the countries affected by the recent hostilities ”” and in particular “to facilitate
the repatriation and resettlement of the Arab refugees.”” Experts from the
British Middle East Office played an important part in the work of the Mission
—indeed, without their experience and knowledge its task could not have heen
completed in the comparatively short space of four months.

5. The Mission recommended that direct relief should be supplemented,
and gradually superseded, by a programme of relief works in Jordan, Arab
Palestine, Syria and Lebanon covering terracing, afforestation, road development
and minor irrigation works which would be of benefit to their long-term develop-
ment generally. On S8th December the recommendations of the Mission were
approved by the General Assembly and a “ United Nations Relief and Works
Agency for Palestine Refugees in the Near East '’ established. The total cost
of the programme was estimated at $54-9 millions (£19:7 millions), of which
$34 -7 millions (£12-3 millions) was required for works relief and $20-2 millions
(£7-2 millions) for direct relief.

6. The Economic Survey Mission's final report was published on 28th Decem-
ber. In this report the Mission emphasised the importance of a cautious approach
0 Middle East development and urged that sound progress could only be achieved
through the development of indigenous resources by improved methods of pro-
duction and through the acquisition by the Middle East (Governments and
nationals themselves of essential training and experience. It was recommended
that each Middle East Government should establish a National Development
Board, and that, in addition to the Relief Works Programme provided for under
the General Assembly Resolution of 8th December, four “ Pilot Demonstration
Projects *’ should be put in hand at once, in the Lebanon (Survey of the Litani
River basin), Syria (reclamation of the Ghab swamps), and Arab Palestine and
Jordan (unified development of the basins of the Wadis Qilt and Zerka). Funds
to begin the two latter projects should be made available by the new Agency and
the remainder of the cost of all the projects should be borne by the Governments
concerned with, if necessary, help from the international community or individual
friendly Governments. The total cost to the Governments is estimated at £6-6
millions, and the development of the Litani basin, which is expected to be put in
hand when the Survey has been completed, may amount to £10 millions.

7. We had since November been in close consultation with the State Depart-
ment regarding the application to the Middle East of the ‘‘ Fourth Point
technical assistance programme and the United Nations expanded programme of
technical assistance to undeveloped areas, both of which are expected to come
into operation in the course of this year. It has been estimated that under these

rogrammes between $6 and $10 millions may become available in the first year
or the Arab countries for the provision of expert advisers (including firms of
consultants), research workers, technical equipment (other than capital equip-
ment) and training and educational facilities abroad. It is essential that these
programmes shouid supplement and not supplant our own contribution to the
technical development of the area; the State Department are in agreement with
us that the Middle East can absorb all the technical assistance that is likely to
be available to it from every source. We consider that our effective contribution
will lie, first, in the services of the Development Division of the British Middle
East Office, which the State Department do not intend to duplicate, and the
expansion of which we are now considering; and secondly, in filling quickly the
150 or so vacancies which at present exist for British experts under the Middle
FEast Governments. At present great difficulty is being experienced in finding
candidates for these posts. It is considered that this difficulty can be resolved
partly by arranging secondment from Government departments, universities and
other institutions—this is now being explored with 'the authorities concerned—
and partly by supplementing the salariesoffered in certain cases—and the
Treasury have now agreed in principle to this. : i
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8. During 1949 there was an increase in British exports to the Middle East.
The total value of our exports to the area (including Persia and the Italian
colonies), which amounted in 1938 to £20-5 millions and in 1948 to £113 millions,
reached the figure of £126-5 millions in 1949. (Allowing for the post-war rise
in prices this represents roughly a three-fold increase since before the war.) A
large proportion of the increase shown during the year was accounted for by oil
company equipment. Apart from this, the significant expansion has been in Iraq,
where British contractors have obtained orders for a number of important develop-
ment schemes. In Egypt, owing to the Companies Law and the difficulties
generally placed in the way of British firms by the Egyptian Government, no
progress was made in obtaining contracts for capital projects and our commercial
position in fact deteriorated during the year. Our exports to Persia remained

“steady during the year and there are considerable prospects of expansion as

contracts come forward under the seven-year plan. During the coming year there
are likely to be increased opportunities for British trade in connexion with the
projects described in this paper, but at the same time increased competition from
the United States must be expected when the provisions of the ‘‘ Fourth Point *’
programme for encouraging American private investment, and providing large
numbers of American technicians, come into force in the Middle Fast.

1II—INDIVIDUAL COUNTRIES

(a) IraQ

The British Irrigation Development Commission, which was appointed in

'1946 by the Iraq Government, completed its survey of long-term irrigation develop-

ment plans for the country in the summer of 1949. It recommended a programme
of works for the next half-century which, at a total estimated cost of £88 millions
(£2 millions per annum) could add about 9 million acres to the country’s existing
irrigation area of 8 million acres, and ensure complete flood control of the Tigris
and Euphrates. Meanwhile, two major projects for flood control and water storage
in this programme were already put in hand : works for the Euphrates at Lalke
Habbiniyah were undertaken by the British firm Balfour Beatty, at a cost of
£2 millions; and the British consulting engineers to the Iraq Government were
commissioned to prepare detailed s ecif%cations for the first stage of major works
for the Tigris in the Wadi Thart}gar depression, estimated to cost £7 millions.
The Iraq Government also established contact with the International Bank for a
loan of $8-4 millions for these works.

Progress in railway development schemes was also made in Iraq during the
past year, and to cover the expenditure on these schemes His Majesty’s Govern-
ment arranged a loan of £3 millions to the Iraq Government through the Export
Credit Guarantee Department.

Acting on our advice and on that of the International Bank, the Iraq
Government prepared legislation to set up a Central Development Board, to
which it is hoped that a British Secretary will be attached.

(b) Ecypt

One of the most important events in the economic development of Egypt since
the war was the exchange of notes which took place in Cairo on 30th and 31st
May, in which His Ma}j}esty’s Government and the Egyptian Government agreed
“in accordance with the spirit of the Nile Waters Agreement of 1929, to the
construction of a dam at Owen Falls in Uganda for the production of hydro-
electric power and for the control of the waters of the Nile.”” The Egyptian
Government, in a separate note, also placed on record the Egyptian Prime
Minister’s declaration, made on 19th May, that the Egyptian Government would
“ welcome the participation of the Sudan in the projects for the control of the
Nile which are now under consideration.”

Since then, with the approval of both Governments, contracts have been placed
by the Uganda Electricity Board for the construction of the dam, preliminary
work has already begun at Owen Falls, and it is hoped that the foundation-stone
will be formally laid in the course of the summer of 1950. Notes have still to be
exchanged regarding the assessment of the compensation (between £3 and £4
millions) to be paid by the Egyptian Government for damage to lakeside interests
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caused by the heightening of the dam. The precise wording of these notes is still (g

under consideration by the Egyptian Government and the FEast African
Legislatures. It has, however, already been agreed that in any case Sir Alexander
Gibb and Partners should be nominated as the assessors.

Since the conclusion of the Owen Falls Agreement His Majesty’s Govern-
ment have applied constant pressure in an effort to have negotiations opened,
with the participation of Sudan technicians, regarding the Lake Tana Project.
This endeavour has not yet succeeded, largely as the result of the Egyptian
Government’s insistence on treating the question of the Sudan’s participation in
the proposed negotiations as a political issue.

Preliminary work continues on the Aswan Electrification Project, and many
contracts have already been placed by the Lgvptian Government. The future of
the project is, however, still obscure. The placing of the valuable civil engineering
contracts has twice been postponed (on the second occasion until May 1950), and
the new Egyptian Minister of Public Works is believed to be contemplating a
radical revision of the project, in order to reduce its cost, which is at present
estimated at £18 millions, and which already greatly exceeds the estimate
originally made by the Commission set up after the war.

(¢) PERsIiA

In May 1949 the Persian Government established a planning organisation
to administer the 21,000 million rials (£240 millions) seven-year plan of economic
and social development. Overseas Consultants Incorporated (0.C.I.), an American
consortium of firms with which the British firm, Sir Alexander Gibb and Partners,
is closely associated, submitted to the Persian Government detailed recommenda-
tions for the implementation of the plan. Subsequently, the O.C.I. signed a
contract with the plan organisation providing that it should act as consultants to
the organisation for the execution of the plan. The O.C.I. are providing
twelve resident expert advisers, and additional technicians are being appointed
by the Persian Government to executive posts in the planning organisation. These
already include four senior British experts—the first to be employed in Persia
since the war.

Apart from the reorganisation of government-owned concerns and the
provision of financial assistance, mainly in the form of additional capital, to
certain Government and private enterprises, the work of the organisation during
the current financial year has been confined to the execution of certain high
priority projects, including the extension of the railway system to Tabriz and
Meshed and the ploughing of the Moghan Steppe in Azerbaijan. The total
expenditure for the year is likely to amount to some 1,600 million rials (about
£17 millions).

Under the seven-year plan law of February 1949, the work of the plan
organisation is to be financed from Anglo-Iranian Oil Company royalties. In
addition the Persian Government hope to obtain assistance from the International
Bank, to which they have already applied for a credit of $45 millions.

(d) JorpAN

In March 1949 we decided that it was necessary that we should give some
financial assistance to the Government of Jordan in order to ensure the economic
stability of Jordan and Arab Palestine, and that this assistance should take the
form of an interest-free loan of £1 million for development projects which would
also provide for resettlement of as many Arab refugees as possible. A list of
projects, comprising construction of roads and of houses for refugees and certain
agricultural research and experimental schemes, mainly in the Jordan valley,
was drawn up in the autumn, in consultation with the Economic Survey Mission
(since it was considered important that these projects should dove-tail into the
Commission’s works relief schemes) and work has now started on them. At our
instigation the Jordan Government set up a Central Development Board with
one British official on it to co-ordinate and supervise the execution of the projects.
On our advice, the Jordan Government. in the summer of 1949, engaged the British
firm of Sir M. MacDonald and Partners to survey the Jordan Valley and to
prepare plans for the development of its irrigation possibilities. The report,
which will shortly be available, will be of great value to the Jordan Government
in connexion with eventual negotiations with Israel on the utilisation of Jordan

e




il

7

waters. Israel’s own plans, or at least the grandiose Hays—Savage Project for
““T.V.A. on the Jordan,”’ take only the barest account of Jordan’s needs.

During the year an Italian-Jordan Company was formed with our
encouragement for the exploitation of Jordan’s extensive phosphate deposits.
Production and export on any significant scale will not, however, be possible until
transport facilities through Haifa are available.

The problems of communications and the development of the port of Aqaba
have also been studied.

(e) Syria

Works relief projects on which refugee labour will, it is hoped, be employed,
cover roadmaking, swamp drainage, aerodrome and port construction, reafforesta-
tion and terracing and the excavation work connected with the Aleppo water
supply project (which involves bringing water from the River Euphrates over a
distance of some 50 miles). The pilot demonstration project recommended by the
Economic Survey Mission involves the unified development of the Ghab plain
in the Orontes Valley, and includes drainage, irrigation and the development
of hydro-electric power at a cost of between £5 and £6 millions.

Work on the specifications for the important Aleppo water supply project,
which will cost about £3 millions, continued during 1949. Much progress was
also made on the modernisation and expansion of the country’s telephone system
the new automatic exchange in Damascus has been inaugurated.

(f) LEBAaNON

Works relief projects envisaged for the Lebanon are concerned with irrigation.
The pilot demonstration project recommended for the Lebanon is the survey, with
a view to unified development, of the Litani Valley. The survey, which will
take one year, will cover flood control, drainage, irrigation, soil conservation and
utilisation and the development of hydro-electric power. The execution of the
project once the survey is completed will probably cost £10 millions.

In the course of 1949, progress was made on the South Lebanon irrigation
scheme and on the construction of the new Beirut (Khalde) aerodrome. The
irrigation scheme, which utilises the waters of the Litani, was begun in 1945
under British military auspices and the main tunnel was bored by engineers of
the South African Forces. It will permit the perennial cultivation of an area of
12,500 acres of the coastal plain, along which the main canal extends for a distance
of 40 miles.

The newly extended oil refinery at Tripoli, which is intended to cater for the
present needs of the Lebanon and Syria, has been opened.

Tenders for the Beirut and Tripoli automatic telephone exchanges have heen
submitted.

The Lebanese Government has announced that credits amounting to
£10 millions will be devoted to a six-year development plan covering irrigation
and water supplies, agriculture, public health, education, &c.

(9) Saubpr ARABIA

During 1949 the Saudi Arabian Government continued to press ahead with
a number of capital development schemes—road and railway construction, electri-
fication, telephone installations, port and airport development, &c.—some of them
sound and some of them, such as the half-finished railway from Damman to
Riyadh, of doubtful economic value. Several large contracts have been awarded
to American firms, but a substantial number of smaller contracts have also been
awarded to British firms.

Saudi Arabia is now earning about £35 millions per annum in foreign exchange
from her oil royalties and pilgrim traffic. Excessive expenditure on the capital
development schemes {which are at Eresent absorbing about £10 million of foreign
exchange a year), combined with the personal extravagance of the Royal Court
and administrative corruption, reduced the country, by the end of 1949, to a state
of bankruptcy.

Nevertheless, there were some signs during the year of a more realistic outlook
and of a desire to promote social as well as development projects. Two senior
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British health experts were appointed to reorganise the quarantine administration, e
and their recommendations ff())r improving the country’s health services generally’

are likely to be accepted.. A Directorate of Agriculture has been set up and has
made a promising start.

(h) PErsian GULF

The formation of a British Company (with local participation) for the
development of the rich South-Arabian fisheries is being activel%r pursued with
the Muscat authorities. Close attention has been given to the problem of inducing

the rulers of the oil producing States—Bahrein, Kuwait and Qatar—to spend
their oil revenues on sound development projects, and to invest their surpluses in
such a way that they could be used for the development of other areas in the
Middle East. '




G'R“‘ IF. 21/13/06E

The Foreign Office have told me that the Minister of

State for Foreign Affairs had a preliminary talk last week-end
with our Minister of State on the question of our contribution
for Arab refugees, and it is proposed to have another talk this
week,

The present position is as set out in my minute of the
20th March, the only development being thet, acting on the
Minister of States' instructions, we have written to the #,0.
making the compromise offer to which he agreed. We still
await their reaction to this.,

I also attach a note on U,K. expenditure in the Middle

East which was prepared for the Chancellor of the kBxchequer,

A.H, cLoug -

27th April, 1950,
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2% APR1930 27th April, 1950.
LF.C.S. X5

Please refer to my letter of the 13th April
encleosing a copy of the draft brief for the United
Kingdom representative of the Advisory Commission of
the new Arab Refugee Agency.

2. Paragraph 10 of the brief refers to the Agency's
Provisional Financial Regulations. We have now heard
from Sir Henry Knight that thése Regulations were
modified at a meeting held at New York which was
attended by General Kennedy. They now read:

(a) A plan of expenditure showing by calendar
quarters anticipated receipts and
expenditures of the Fund shall be
prepared by the Director in consultation
with the Agency's Advisory Commission.

(b) This plan of expenditure shall constitute an
authorization, etc.

Je Sir Henry Knight has informed us that the
amendment was made at the insistence of the United
Nations Secretariat to provide for the legal

position by which the Secretary-General is responsible
through the Director for the finances, and that the
amendment was accepted by the American representative
on the United Nations' Advisory Committee on
administrative and budgetary questions, and by the
United Kingdom representative, Sir William Mathews.
Sir Henry Knight does not consider that this
alteration will make any practical difference to the
Advisory Commission's control as long as General
Kennedy is the Director of the Agency.

A.H.Clough, Esqe., O.B.E.,

Treasury,
Ww. 1.




FOREIGN OFFICE, S.W.1.

Lth May, 1950.

Please see attached the text of a Parliament
Question on our contribution to the Arab Refugee
Fund and our draft reply (together with material
to deal with any supplementary questions).

S If you have any comments, perhaps you would
be so good as to give me a ring, if possible at
the end of the morning.

s /Z/W

(P Lvans)

A.H.Clough, Esq., O.B.E.,
The Treasury,
S.W. 1.
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DRAFT REPLY TO
PARLIAMENTARY

QUESTICN

Mr, Willism Wells,-
To ask the
fecretary of State
for Foreign Affairs
what subscription
the Government
consider to pay to
the United NWations'
Relief and Vorks
Agency

The amount of H.M.G. contribution is still
under consideration. Inclusive of the £1,000,000
interest-free loan to the Government of Jordan,
which wes made to enable that Government to
undertake development projects which would have
the effect of making possible the resettlement
of some of the Arab refugees now in Jordan, the
amount of the contribution so far agreed by

H.M.G. is £2,500,000.

Points for Supplementary Questions

y Provision has, or will be made to make this

sum availeble as follows;-

£500,000 (Loan to Jordan Governmment): Financial
Year 1949/50.

£500,000 (Loan to Jordan Covernment): Financial
Year 1950/51.

£750,000 (Contributiong); Finaneial Year 1950/51.

£500,000 (Contribution): Financial Year 1951/52.

£250,000 (Contribution agreed since the 1950/51
Estimates were prepared): Financial
Year 1950/51 (Supplementary Estimate)
or Financial Year 1951/52.

£2,4500,000

- It was at one stage envisaged that our
contribution should be subjeet to certain
conditions and in the 1950/51 Estimates it is
stated

(1) H.¥.G. has agreed "to contribute, in
certain circumstances, a further sum not
exceeding £500,000 to the Agency for emergency

relief and short-term relief works."




(ii) H.M.G. has also agreed "to make & con-
tribution not exceeding £750,000 for development

projects for the permanent settlement of

refugees.™

The inclusion of the words "in certain
circumstances" in (i) was intended to permit
the relation of that p;rt of our contidigbution
to contributions by other Governments, i.e.
the epplication of "a matching condition.™

It has now been agreed to waive these
conditions in respect of the £500,000 and the
£750,000 and also the additional £250,000

agreed since the Estimates were prepared.

3« The total sum required for the Agency's rte

eighteen months Programme (to June, 1951) Al weadid,

C\l~ l{ tv[{

is approximately #54 million. The
contribution so far agreed by H.l.G. is the
equivalent of #7 million. The United States
Government have asked Congress to approve a
contribution of approximately #27 million.
No definite information is so far available
regarding contributions by other Governments.
L. The development projects to be financed
by our £1,000,000 interest-free loan to
Joran will provide work for the refugees = an
essential part of the Agency's programme.
Woreover, plans for the expenditure of that
part of the loan made available in the
Finanecial Year 1949/50 were prepared by the
Jordan Government in consultation with the
United Nations' Zconomic Survey Mission in
accordance with whose recommendations the

Agency has been set up. It is, therefore,




reasonable that our interest-free loan should

be considered for any "matching purposes”

as part of H.M.G's contribution to the Agency's

funds.




~ The linister of State me and discussed to-day with

Minister of State for Economic Affe he question of

+

assistance to Arab
He did not advance any fresh arguments, but stressed the
contribution as substantial as
itate the passage through Congress

4

enabling the United States to contribute
#£27 millions. He thought that a U.K. contribution of 9 millions
instead of g7 millions, to which the Chancellor had agreed,
would meke things easgier. from this point of view, He also
stressed the importance of getting a substantial U.S.
contribution since without thet it would be impossible to maxe

]

mich progress with the resettlement of the refugees,

would result in a continuing liability, which he thought the
U.K. would not be able to disclaim en iruly)rarAuaintaining t hem

on & reliefl basis,

G ha

Mr. Gaitskell reiterated the concern which he and the
Chancellor felt about increasing sterling expenditure in Middle
East countries, pointed t that at least the U.K. had promised

a firm €7 millions, whereas it appeared that other countries

had not produced any firm offer, and added that the despatch

of 24th February from Sir QOliver Franks rather suggested that

was some coniidence that the ¥27 millions would
forthcoming from the Americans without too great difficulty
and irrespective of whether our contribution was 9 millions
or g7 millions., He thought it would be best for the Foreign
Office to accept the 7 millions firm and see what results it

D roduced.,




aid that he could not press the matter further

but reserved the richt to reopen it and ask for

an increased contribution should examination of the matter by

ongress or further discussions by the Commission in the

o

le East appear to warrant this.
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Palestine Arab Refugees

60. Mr. Pickthorn asked the Secretary
of State for Foreign Affairs what recent
communications he has had with the
United Nations about Palestine Arab
refugees.

Mr. Emest Davies: The Secretary
General of the United Nations has been
in communication with His Majesty’s
Government regarding our financial con-
tribution to the United Nations Relief and
Works Agency for Palestine refugees, and
the appointment of its director. The
United Natjons Palestine Conciliation
Commission has also consulted the
Foreign Office informally regarding the
release of Arab balances blocked in
Israel.

Mr. Pickthorn: Can we be told how
many Palestine Arab refugees His
Majesty’s Government think there still
are?

Hon. Members : Answer.

Mr. Eden: Could we not- be told?
Could not the hon. Gentleman tell us
how this matter now stands? This is a
matter in which the whole House takes
an interest.

Mr. Davies : We believe that the figure
which I have been asked to give is round
about three-quarters of a million.

Mr. David Renton: Bearing in mind
that these people have been deprived of
the opportunity of living in their country,
will the hon. Gentleman say where they
will get an economic livelihood in future?

Mr. Davies: That is precisely what
the United Nations is considering at the
present time. It is endeavouring to
bring about the resettlement of the Arab
refugees through a number of works pro-
jects which are being worked out in the
Middle East.

Mr. Eden : Can the hon. Gentleman say
how many have been resettled so far?

Mr. Davies: No, Sir. It has not
reached the point where there has been
actual resettlement.

P R,

Reference . /F- 2//B/%€ ..
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UNITED NATIONS
Relief and Works Agency

54. Mr. William Wells asked the Secre-
tary of State for Foreign Affairs what
subscription the Government proposes to

ay to the United Nations Relief and
%orEs Agency.

Mr. Ernest Davies : The amount of the

contribution so far agreed by His
Majesty’s Government is £2,500,000.

=)
y U

<2

Mr. Wells : While thanking the Minis-
ter for that answer, may I ask if he is now
satisfied that the arrangements for the
relief and rehabilitation of Arab refugees
is on the best basis that circumstances

make possible?

Mr. Davies : I think the hon. Member
should wait and see the result of relief
which is contemplated under the United

Nations Relief and Works Agency.

Mr. John Hay: Can the Minister say
whether this payment will be made in

sterling or in dollars?




THE LOINDON CONFERENCE

MAY, 1950

Extract from NOTE of an informal Meeting of lMinisters
held at 1, Carlton Gardens, S.W.1l, on
THURSDAY, 11TH MAY, 1950, at 9.30 a.m.

RELIEF OF ARAB REFUGEES.

It was agreed that some further expenditure would
be warranted for the sake of securing a general settlement
in this area; and it was decided that the Foreign
Secretary might offer to increase our contribution to this
fund from the sterling equivalent of 7 million dollars to
the sterling equivalent of 9 million dollars.
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THE LONDON CONFERENCE
HAY, 1950

Extract from NOTE of an informal leeting of liinisters
held at 1, Carlton Gardens, S.W.l, on

THURSDAY, 11TH MAY, 1950, at 9.30 a.m.

It was agreed that some further expenditure would
be warranted for the sake of securing a general settlement
in this area; and it was decided that the Foreign
Secretary might offer to increase our contribution to this
fund from the sterling equivalent of 7 million dollars to
the sterling equivalent of 9 million dollars.




[This telegram is of particular secrecy and should be
retained by the authorised recipient and not passed on]

Cypher/QIP DEPARTI'ENTAL DISTRIBUTION

FROM BEIRUT TO FORLIGN OFFICE

Sir W. Houstoun Boswall

No. 230 D. 9.20 a.m. 17th May, 1950
16th May, 1950 R. 10.3k a.m. 17th May, 1950
SECRET

Following for Evans from Knight.

My French Colleague states that the French Government will
recommend to Parliament a contribution to U.N.W.R.,A. of 500
million frencs which if passed will be available in June-July
and later a supplementary appropriation of the same amount.

The later contribution at least is likely to be conditional on!

(a) efficient use having been made by U.N.W.R.A, of
the first contribution,

(b) a certain proportion of the French contribution
being spent on works in Syria and the Lebanon,

(c) a proper proportion of French personnel being
employed by U.N.W.R.A. which is not the case at present,

This bears on my telegram No. 229 regarding U.N.WiR.A.
appointments,

DISTRIBUTED TOg:-

Bastern Department
Middle East Secretariat

HHHH
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[This telegram is of particular secrecy and should be
retained by the authorised recipient and not passed on]

Cypher/ (TP DEPARTITENTAL DISTRIBUTION

FROM BEIRUT TO FOREIGN OFFICE

Sir W. Houstoun Boswall

No. 230 D. 9.20 a.m. 17th May, 1950
16th May, 1950 R. 10.34 a.m. 17th May, 1950
SECRET

Following for Evans from Knight.

My French Colleague states that the French Government will
recommend to Parliament a contribution to U,N,W.R.A. of 500
million francs which if passed will be available in June-July
and later a supplemgﬁf§;§-appxopriation of the same amount.

The later contribution at least is likely to be conditional on:

(a) efficient use having been made by U.N.W.R.A, of
the first contribution,

(b) a certain proportion, of the French contribution
being spent on works in Syria and the Lebanon,

(c) a proper proportion of French personnel being
employed by U.N.W.R.A. which 1s not the case at present,

This bears on my telegrem No. 229 regarding U.N.W.R.A,
appointments,

DISTRIBUTED TO:-

Eastern Department
Middle East Secretariat

HHHH




[This telegram is of particular secrecy and should be
retained by the authorised recipient and not passed on]

Cypher/QIP DEPAﬁTIENTAL DISTRIBUTION

FROM BEIRUT TO FORLIGN OFFICE

Sir W. Houstoun Boswall
No. 230 . 9.90 a m. t7th May, 1950

16th May, 1950 R. .34 a.m, 17th May, 1950
SECRET

Following for Evans from Knight.

My French Colleague states that the French Government will
recommend to Parliament a contribution to U.N.W.R.A., of 500
million francs which if passed will be available in June-July
and later a supplementary appropriation of the same amount.

The later contribution at least is likely to be conditional on:

(a) efficient use having been made by U.N.W.R.A. of
the first contribution,

(b) a certain proportion of the French contribution
being spent on works in Syria and the Lebanon,

(c) a proper proportion of French personnel being
employed by U.N.W.R.A. which is not the case at present,

This bears on my telegram No. 229 regarding U.N.W.R.A,
appointments.

DISTRIBUTED TO:-

Bastern Department
Middle East Secretariat

HHHH
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5th June, S ——————
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IF. 2//13 /06
/. I am sending you herewith UNQWﬁJS“Pfgé'““'

of EXpenditure for May and June,

Sir Henry Knight points out that the Plan
is inevitably based on the expenditure of
voluntary agencies from whom UNRPR took over
on May lst, but hopes that the Agency may effect
savings on it, although until the machine is
working normally it is not possible to be
definite on this point.

3. As regards the works projects (sheet no.lL
of the Plan) g 250,000 was included for roads
and terracing, although it was realised there
was little prospect of much work starting
before the end of June. The Agency hope,
however, that the Jordan Government will have
some of these works under-way before very long.
The textiles manufacturing is already going
on in Gaza but needs more funds. Soap making
was it is believed started and then stopped
owing to lack of money.

4.1 should be glad to have any comments
you may care to offer on these estimates.
Could you kindly let me have the Plan back
in due course.

=z
/Abf/ﬂ:;;%égfi;vans)

A.H, Clough, Esq., 0.B.E,
Treasury,
S.W.le
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1F.21/13/06

13th June, 1950,

Dear Evans,

Thank you for your letter of the 5th June enclosing UNRVWA's
Plan of Sxpenditure for May and June.

The Estimate has been examined here, but the infomation
given is rather too succint for us to make any useful comment,
Perhaps for future occasions you might ask sir Henry Knight to
give some amplified information accompanying the figures - e.g.
more details of the works projects jneluding their location and
aim. I quite appreciate that jn thie instance it was perhaps
too early to be able to do this.

T return the Plan as requested.
Yours sincerely,

A.H, CLOUGH

1.k, Evans, Esq., 0.B.E.»
Foreign Office,
L;.vvll 1 L]
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Ir.21/13/06

13th June, 1950,
Dear Evans,

Thank you for your letter of the 7th June about the
apportionment of the new American and U.K. contributions to
UNRWA. In a general way I am in agreement with what you say.
I feel, however, that one can only speak in broad lines at the
present stage and that it is rather unrealistic to get down to
cash figures when the Americans have not yet paid up anything
and we have only a portion of our contribution voted. As I
have said in another letter, we have as yet received only very
scanty information of UNRWA's works plans, and meanwhile I
suppose relief has to go on. It is therefore difficult to
define at present at what precise figure relief should be
confined since we know nothing of when works programmes begin.

It seems fairly natural that the dollar debt of UNRWA
to the Working Capital Fund of the United Nations be met out
of the United States contribution, and that the sterling debt
to I.R.0. be met out of the U.K., contribution. But I would
remind you that the latter at least is subject to contractual
obligations between UNRWA and I.R.0., and it is not for us to
decide how and when UNRWA shall repay I.R.O.

Yours sincerely,

H. CLOUGH

1,8, Evans, Esq., 0.B.E.,

Foreign Uffice,
8.9.14.
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Reference: SG 455/1/03 20 June, 1950,

sir,

I have the honour to scknowledge the receipt of your
letter No. 214 (26/113/50E) of & June 1950, informing me
that His Majesty's Government in the United Kingdom have
decided to contribute the sterling equivalent of
$0,000,000 (approximately £ 3,2 million inclusive of His
Me jesty's Government's # 1,000,000 interest-free loan to
Jordan) to the United Nations Relief and Works Agency for
Palestine Refugees in the Near East., This response on the
part of your Government is deeply anpreciated and is
especially important at this time when the financial position
of the Ageney is acute,

I have informed the Director and the Advisory Commission
of this generous response on the part of yowr Government,

You have expressed the hope that the advice of the new
Agency will be available to the Jordan Govermment for the
purpose both of reviewing plans drawn up in collaboration
with the United Nations Economic Survey Mission for the
Middle East and of preparing projects to be financed from the
balance of the lean, In this connection, I am glad to
be able to inform you that the Director, Mr, Howard Kennedy, .
and the Kdvisory Commission have had several consultations
with officials of the Hashimite Kingdom of the Jordan and
beve already approved six works projects for development,
They are all concerned with the construction of roads in
the following areas « Tulkarm, Jenia, Ramallah, Bethlehem
and Hebron, These projects await the approval of the
Jordan Covermment and the availability of funds. The immediate
availability of £500,000 of your Government's contribution,
as stated in your letter, will, it is hoped, facilitate gction
on the projects in the immediate future,

I should be grateful if you would express my gratitude
and transmit this information to your Government,

I have the honour to be,
sir,

Your obedient Servant
His Excellency
The Right Honourable (Sgd.) Trygve Lie
Sir Alexander Cadogan Secretary-General
GeCoM.Go, K.CuB,
Permanent Repressntative of the
United Kingdom to the United Nations
6lst Floor
350 Fifth Avenue
New York 1, N, Y




Reference

ARAB REFUGEES (RELIEF)

62. Mr. Sorensen asked the Secretary of
State for Foreign Affairs what is now the
position in respect of our contribution for
Arab relief; and what contribution we
are making to the United Nations for this
purpose.

Mr. Emest Davies : As I informed the
House in my speech in the Debate on the
Adjournment on 23rd May, His Majesty’s
Government is contributing £3,200,000

sterling, inclusive of the £1 miillion
interest-free loan to Jordan.
3 D 18
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PORZIGN OFFICE,

(X¥O3L/1650) 26th July, 1950,

;.

Unclassifled

Dear Mr, Browp,

Meny thanks for your letter L/3 of the 10th July,
regarding the purchase in this countpy of various medical
supplies for export to the Beirut area to a total value
of m10’bj7/560

As the res:lt of subsequent discussions with Gene -1
Kennedy, it has been agre=d to simplify the arrange- nts
whereby tr-nsfers and payments are made from the United
Nations helief and liorks Agency's Cpeecial Resident iecount
with Lloyds and National Provinelial Forelgn Bank Limited

“at 10, Moorgate, “.C. The revised srrangemenis are set out
in the secompanying copy of a letter which has been sent to
Lloyds and National Provinecial Forelgn Bank Limited.

Although prior reference to the Foreign Oifice will no
longer be neccssary, I should be grsteful if you eould 1o
have & statement (in triplicate) at periodical intervals
(quarterly will do) of payments msde {rom your Lond:n accouni,
specifying briefly the nature of each payment or bloeck of
paymerts, l.e. sterling payments {or goods purchased LIn the
nited Kingdom, transfers to Irag, Jordan, Syria, Lebanon,
lsrael, "gypt, ac the case may be, If you sgree, perhaps
the first of these statém=nts eould cover the periocd to 30th
September, 1950.

Yours sincerely,

(Hete Minshull)

H.C. brgwn' 806
United Nations Relief and Works Agency for Palestine,
Maison U.ls  a5+Celey 5
pgeirut.




POREICGH OFFICE.
A
Do‘ro1.

26t July, 1950

gir,

#ith reference to the Special Resident Aeccount
malnteined by you for the United Hatlons Rellel and
Works Agerecy ifor Palestli e Helugees, I sm direct-d by
Er. Younger to inform you that the =rrangem nts set
out below have been sgreed with His Majesty's
Tregoulya=-

Convertillity.

Transfers may be made {rom the Agency's Aecount
to Iraq and Jorda: without 1imit; uné *o Syria,
Lebanon, iIsrsel and Egypt up to £75,000 esch per
guarter. Lloyds and Nationsl Provipelal ror=ign
Bank Limited will be authorised to allow translfers
within the sbove menticned limits with.ut spreliiie
approvel, and Lhe pecessary guthority will be lssued
by the Bank of Englsnd in due couree.

Purchs of 008

Payments in respect of the purchase of :oods in
the United KEingdom and the Sterling Area Ior
shipment to the six Middle Fast countries mentioned
above may be made, without speelfic authority, from
the Special Resident Aecount.

I am,
The Munsger, Sir,
Lloyds and Rationsl Your obedient Servant,
vpovineial Forelgn Bank Limited,
10, Hoorgate,

',0002.
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With Mr. Ws Field Robinson's Compliments. =& o

Treasury Chambers
S.V{.1O

3 ik of Engsand have drawn our attention to a
complaint made to them by Suleiman Pasha, Finance  (~O~
yinister of Jordaa, about U.H. Reiller and "orks Agency
(and UslieRePsRe before that) forcing him to accept
Lebauese currency in payment for wheat purchased in
Jordane.

This practice is highly distasteful to us for two
main reascns viz:- (a) Jordan being in the Sterling
area, we expect U.iisRe"eAs toc pay for purchases in that
country with the Sterling we have contributed. (b) ve
understood when UsNeRei’'sRe in the past, and more
recently U.li«ReeAs nsked us Tor permiesicu to transfer
Sterling from their “pecial Resident Account ia London
into Lebanese currency, tiis was for the purpose of
financing their branch office in the Lebason and for
the maintenance of andsupplies for 2efurees in that
country, and not for use in cther countries or
conversiocn ianteo other currencies.

I sheculd feel obliged if you would kindly being
this to the aotice Of UsleleVeAey either direct or
through Sir Henry Kai ht, whichever you think best, and
reguest that the practice be discontinued forthwith.

Yours siacerely,
&
EVvans, E8Qe, C.B.5, /

kiddle Zast ‘ecretariat,
Foreign Office,
Dowming Street,
Sellele
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Confidential DEPARTMENTAL DISTRIBUTION

FROM FOREIGN OFFICE TO BEIRUT

No. 336
5th Septcmber, 1950 D. 11415 a.m. 6th September, 1950,

CONFIDENTTLL

«ddressed to Belrut telegram No. 386 of September 5th
Repeated for information Saving to Washington No. 3553
New York (UKDEL.) No. 700
B.M.E.O. (Cairo) No. 636

Fellowing for Sir Henry Knight.
Relief and Works Agency Report.

We assume that the Report in addition to reviewing
agency's work will make recommendations on the following:

continuation of direct relief after 318t December 1950,
prolongation of the Agency's life after 30th June 1951,

the refugee problem against a background of general
econonic development in the Middle East.

the transfer to local governments of responsibility
for the operation of direct relief and relief works.

The State Department are in favour of (a) and (b).- see
Greenhill's letter of the 23rd August.

5. Ve agree that there is a strong case for (a) though
1t nust be remembered that the longer direct relief
continues the less funds will be available for works
projects. We consider that the period of further direct
relief should be decided by the Director and Advisory
Comiigsion jointly. This would leave the ultimate
decision to the Governments who have subscribed the

bulk of the funds including His Majesty's Government.

Lo As regards (b) we could agree to support the inclusion
of a recommendation that the 1life of the Agency should
be extended for one year but you should make it clear
that this is without comnitment on the’ part of His Majesty's

/Government to contribute
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Governmment to contribute further funds.

5. 48 regards (c)(genecral economic development)

it is poscible that the State Department may also wish
to see the inclusion of the recommendations covering
the use of point 4 funds etc., - see your letter of

the 15th August. But it may be that what Mr. Blandford
told you reflected his own thinking rether than that

of the State Department. We would certainly wish to
see the Report emphasising that the refugee problem
can only be solved within the framework of economic
developnent.. We feel, however, that the present report
should not repeat not make far-reaching recommendations
and in particular it should not endorse the recomnendation
in the Final Report of the Economic Survey Mission,
regarding the creation of a special fund, to be put

at the disposal of the Advisory Commission for Pilot
Denonstration Projects. The Final Report of the
Economic Survey Mission was of course submitted after
the last session of the General Assemblye.

6, As you will have seen from Mr. Greenhill's letter

of the 23rd August the State Department are in favour

of extending the terms of refercnce of the iAgency to
include specific mention of the gompensation of refugees
and their resettlement outside Israel. We are very
doubtful whether this is nccessary or desirable.

The Agency candeal with both these problems under its -
present terms of reference. The Question of compensation
is highly political and its inclusion in the terms of
reference would mean that the Agency would no longer

be able to claim that it was not concerned with the
political aspects of the Palestine problem. Furthermore
there is no cvidence that the Agency would be more successful
than the Palestine Conciliation Commission in dealing
with this problem. Ais regards resettlement outside
Israel, the irab governments have, as you know, reised
the question of repatriation as a separate item on the

/Assembiy
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assenbly agenda. and officially they are bound to show
thenselves hostile to the idea of resettlement.

The inclusion in the terms of reference of any specific
nention of resettlement night maoke it more difficult
for the areb governuents to cooperate with the agency
or to agree unofficially to the Agency undertaking works
projects lesding to resettlement. There 1s salso ‘the
general consideration that one of the great merits of
the Resolution as it stands is that the U.S.5.R. and
its satellites are excluded from interfering with the
work of the Agency. The less opportunity the Russians
have of tampering with the terms of the Resolution

the better and the Agency's report should be drafted
with this in mind.

(- The rcpor* should, we thirk, include recommendations
re;aruln* (d) which is an essential part of the
gency's prograni

)

8. The above is intended as provisional guidance

in your task of assisting the Director in drafting
the report. Further instructions will, i1f necessary,
be sent to you in the light of your reports on your
latest visits to Middle Bast capitals, your own
comnents and discussions with the State Department,

DISTRIBUTED TO:-

Eastern Department

African Departnent

Middle East Secretariat

United Nations (Political) Department

United Nations (Economic and Social) Department
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